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MOVING THE CITIES MILLIONS — 
The Transit Industry — its regula- 
tion, current experiences and sug- 
gested solutions for some of its 


problems. 


What would YOU like to know 
about metering ? 


Would you like to know how 
modern meters can promote 
good public relations? How 
dependable meters can reduce 
operating costs? And, 

how well-designed meters 

save operating and 
maintenance expense? 


If you are interested in 
the answers to these 
and many other ques- 
tions, get your copy 

of “Metering for 
Profit.” It’s yours 

for the asking. 


WHAT IS A SHADOWGRAPH? This illustration, from “Metering 


for Profit,” shows the magnifying device used to assure an exact 
adjustment of the mesh between the worm spindle of a meter 
disk ond the worm wheel of the register. The use of the shadow- 
graph is another step to assure that your meters register fully 
all kilowatthours consumed. 


Only Measured Facts are Known Facts 
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SANGAMO ELECTRIC COMPANY 
SPRINGFIELD, ILLINOIS 
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Write for ‘‘Metering for Profit” 


A non-technical report to utility company perso 
concerning watthour meters. If you are interested 
in metering and its effect on profits, it should 
be “‘must reading.”” The coupon will 

assure you of a copy. 
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IT’S 
FREE! 


SANGAMO ELECTRIC COMPANY, SPRINGFIELD, | 


Please send my free copy of "METERING FOR PROF 
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tion. The editors do not assume re- 
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BaW EXPANDS FOI 


Many new BEW boilers are 
under construction and on 
order to supply steam 
requirements for several 
million kilowatts of new 
generating capacity. 
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Keeping pace with the electric companies’ 
far-sighted expansion program, The Bab- 
cock & Wilcox Company is completing this 
year a multi-million-dollar increase in facili- 
ties for the manufacture of steam generating 
equipment. 

Two new plants are already in production 
at Wilmington, N. C. and West Point, Miss. 
A third one is being built at Paris, Texas. 
Thousands of additional employees have 
been trained to man these new plants, and 


to work expanded fabricating facilities at 
five other B&W plants. New machines and 
processes . . . including the world’s largest 
boiler plate press . . . are setting new stand- 
ards of production efficiency and speed. 

B&W’s expansion program parallels the 
electric companies’ long-range planning for 
new generating capacity and reflects B&W’s 
confidence in the future of America’s vital 
power industry. 


| BABCOCK | 
| & WILCOX - 
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HIS issue is dedicated to a restate- 

ment and some pertinent sugges- 
tions from qualified authors as to what 
can be done in dealing with transit 
problems. 


THE answers are not easy, nor in- 
disputable. They must be worked out 
within the framework of our traditional 
society of a nation that loves the privilege 
of the family car and all it means. It is 
to be hoped, also, that the answers can 
be worked out within the pattern of our 
private enterprise system, without sub- 
sidy or tax exemption. We believe that 
the collection of expert opinions to be 
found in this issue constitutes as well in- 
formed and thought-provoking a body of 
material on modern transit needs as has 
been recently published. We hope, there- 
fore, that this issue—released at the time 
when members and delegates of the 
American Transit Association are meet- 
ing for the annual convention at Atlantic 
City, September 22nd to 25th—will fill 
a special need with timely and interest- 
ing comment, suggestion, and opinion. 


We have so many celebrated authors 
in this issue that we can only hope to give 
a thumb-nail sketch of the background of 


RALPH BUDD 
SEPT. 25, 1952 





HARLEY L. SWIFT 


each within the space limitations of these 
pages. Hartey L. Swirt, president of 
the American Transit Association and 
author of the lead-off article, is president 
and general manager of the Harrisburg 
(Pennsylvania) Railways Company. Mr. 
SwIFtT was born in Mankato, Minnesota, 
graduated (BS, engineering) from the 
Pennsylvania State College in 1914, 
served as a Captain in World War I, 
and thereafter joined the transit indus- 
try with the old Mahoning & Shenango 
Railway & Light Company. With a brief 
interlude as a construction engineer, Mr. 
Swirt has been in the transit business 
ever since. From 1927 to 1942, he was 
with the Cincinnati Street Railway Com- 
pany and was its assistant general man- 
ager when he was recalled as a Colonel 
of the Chief of Staff in 1942. He was 
named vice president of the Harrisburg 
Railways Company in 1947 and promoted 


‘to his present position later that same 


year. 
* * * * 


yp HONORABLE JAMES K. KNup- 
SON, whose article on material con- 
trols for transit companies during the 
present emergency begins on page 411, 
is a native of Brigham City, Utah. After 
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What goes on at this Round Table? 


@ They could be exchanging ideas on new 
financing . . . discussing the cost of new 
money .. . hearing an expert appraisal of 
long-term trends for utilities. 

Those present, in addition to the public 
utility executives, include experts from 
investment banking institutions, insur- 
ance companies, rating agencies—and 
from numerous other types of financial 
organizations. 

Yes, this is a typical Public Utility 


“Round Table” at the Irving. Last year 
alone, 146 representatives from 85 utility 
companies attended these sessions. 

These “Round Tables,” now going into 
their sixth year, are one of the ways we 
seck to serve the public utility industry. 
As specialists in this field, we are con- 
stantly on the lookout for ways to be of 
practical help. If your company has an 
unusual problem, that’s the kind of chal- 
lenge we welcome. 


IRVING TRUST COMPANY 


ONE WALL STREET 


Capital Funds over $120,000,000 


NEW YORK 15, N. Y. 


Total Resources over $1,300 ,000,000 
WituraM N. Enstrom, Chairman of the Board 


Ricuarp H. West, President 


Public Utilities Department—Tom P. WALKER, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPQRATION 
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attending the University of Utah, he took 
both arts and law degrees from George 
Washington University and a master of 
law degree from Harvard Law School 
(1938). 


Hr has been in various government 
departments ‘in| Washington, D. C., 
since 1931, but his practice was princi- 
pally before the Interstate’ Commerce 
Commission and other transport regula- 
tery authorities. He was named to mem- 
bership on the [CC by President Truman 
early in 1950, and later that same year 
he assumed the responsibility of Admin- 
istrator of the Defense Transport Ad- 
ministration. 


* 2 * 8 


ALPH Bubp, chairman of the Chicago 
Transit Authority, who writes on 
that subject (beginning on page 415), is 
« nationally known figure in the rapid 
transit industry. Born in Waterloo, Iowa, 
in 1879, he had entered the engineering 
end of the railroad business before the 
turn of the century with the old Chicago 
Great Western Railway. He joined the 
Rock Island Railroad in 1902, became 
chief engineer of the Panama Railroad 
in 1906, and since 1910 was associated 
with various Northwest lines. He became 
president of the Burlington Railroad in 
1932. He has performed numerous out- 
standing professional services for his gov- 
ernment and agreed to head the new or- 
ganized transit authority. 
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R. GILMAN SMITH 


Py G. STEELE, whose article on 
transit operating costs begins on 
page 432, started his long career in the 
transit industry in 1912 as an office boy 
with the Portland Railway, Light & 
Power Company, predecessor of Port- 
land Traction Company, of which he is 
now president. He was a former presi- 
dent of the American Transit Associa- 
tion and very active in professional, civic, 
and fraternal work in the Pacific North- 
west. 
* * * x 
GILMAN SMITH, whose article on 
e transit management problems be- 
gins on page 424, is another career man 
in the transit field. After graduating from 
the University of Wisconsin (BS, ’15), 
he joined the Milwaukee Electric Rail- 
way & Light Company as a research en- 
gineer, continuing similar duties with the 
North American Company (1921 to 
1935), the American Cities Power & 
Light Company (1935 to 1939), United 
Light & Power Company (1940 to 1944), 
of which he became vice president, He is 
at present director of transit operations 
for the W. C, Gilman & Company, a 
New York city engineering firm. 


THE next number of this magazine will 
be out October 9th. 
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are your typists “snowed under’? 








The power-driven Remington 
Electri-conomy can get 
them “‘out from under” fast! 





Hundreds of utilities like yours now ue- 
pend on the Electri-conomy to make short 
work of today’s heavy typing loads. 

They’ve discovered the Electri-conomy 
boosts typing output as much as 50%! 
Their letters, requisitions, carbons (20 at 
one typing), purchase orders and records 
are produced with lightning-speed, and 
far greater accuracy. What’s more, all typ- 
ing work is more distinctive . .. and “com- 
plaints” about typing fatigue cease. 

Find out how the Electri-conomy can 
solve your typing problems! Send for free 
booklet today. 





For Free copy of ‘Take A Letter . 
RE 8499) write: Remington Rand Remington. I / OTT A 


Room 2375, 315 Fourth Avenue 


THE FIRST NAME IN TYPEWRITERS 


New York 10,N_.Y 
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Coming IN THE NEXT ISSUE 


* 


SHOULD THE SEC CONTINUE TO "STUDY" UTILITY 

SYSTEM OPERATIONS? 
A short time ago Chairman Cook of the SEC suggested the possibility 
of using § 30 of the Public Utility Holding Company Act of 1935 as the 
basis of authority for pursuing region-by-region studies of electric and 

gas_ systems and individual utility companies. (See PUBLIC UTILITIES 

FORTNIGHTLY, September | 1, 1952, issue.) Reaction to Chairman Cook's 
suggestion has been mixed. One of the most thoughtful to date has come 
from Professor William A. Paton of the University of Michigan. Professor 
Paton's friendly letter of criticism and Chairman Cook's reply in like spirit, 
furnish an interesting and enlightening exchange of views on this important 
development. 


USE OF ECONOMIC LEVERAGE TO ECLIPSE PRIVATE POWER 
The emergence of the government as a force in the manufacture and sale 
of electric power has been an evolutionary process. In the beginning the 
government sold only the rights, then the power from Federal projects. 
More recently the government has gone into distribution of power and sup- 
plementing its own hydro with steam plants. Dr. John D. Garwood, asso- 
ciate professor of economics, Fort Hays Kansas State College, shows how 
the principle of “maximum advantage" eventually will result in complete 
nationalization of electric power. 


STATE LEGISLATURES’ ACTION ON UTILITY LAWS 
This is a timely review of the 1952 actions of state legislatures on pro- 
posed laws of interest to utilities. In this article, Bethune Jones, a pro- 
fessional writer of Red Bank, New Jersey, has provided a comprehensive 
roundup of successful and unsuccessful legislative proposals which were be- 
fore state legislatures during this year when only a few of these bodies 
were in session. 


CHICAGO'S ELECTRIC THEATER 

Recently, Chicago has been the scene of general celebrations commemorat- 
ing one hundred years of engineering progress. Large industrial concerns 
have taken part in drawing public attention to that progress. In the center 
of the events has been the Museum of Science and Industry. This article, 
by William H. Bromage of Commonwealth Edison Company, describes 
the electric industry exhibit which is a striking feature of the museum. The 
exhibit contrasts the past with the present, emphasizing the part of modern 
electrical design and utility service in support of industry and domestic 
daily uses. 


* 


A Iso « « « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip. 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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There’s a faster way! 


Going through a lot of motions and hand- 
waving today is not only exhausting, but 
mighty costly. 





In utility offices... 


We have in mind, specifically, the sensi- 
ble method of compiling bill analyses. 


Instead of acquiring, training and super- 
vising a large clerical force to analyze 
thousands of consumers’ bills, many util- 
ities all over the country simply turn over 
the job to us. 


Our experienced staff, plus our specially 
designed Bill Frequency Analyzer ma- 
chines, can turn out the job for you in 
a few days, and the cost is only a small 
fraction of a cent per item. 


Let us tell you more in detail about this 
accurate and rapid method of obtaining 
apicture of your consumers’ usage situa- 
tion. Write today. 


D.§. If you use punched cards for billing, 
e are also equipped to make your analyses 
rom them. 


SAVES 50% IN TIME AND MONEY 


is Bill Frequency Analyzer—developed especially for 
tility usage data—automatically classifies and adds 
300 register:—in one step. 


RECORDING AND STATISTICAL 
CORPORATION 


00 Sixth Avenue New York 13, N. Y. 
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“There never 


was in the world two opinions alike.” 


—MOoNTAIGNE 





I. W. Witson 
President, Aluminum Company 
of America. 


Ceci. B. De MILLE 
Motion picture producer. 


HERBERT Hoover 
Former President of the United 
States. 


Harry FiLoop Byrp 
U. S. Senator from Virginia. 


Eart B. ScHWuLst 
President, Bowery Savings Bank. 


Eprtor1AL STATEMENT 
The Wall Street Journal. 


Invinc M. Ives 
U. S. Senator from New York. 
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“To be successful, a company must be staffed with 
men who not only do a good job but who enjoy doing 
it.” 


- 


“Political unionism is the first step to Socialism. And 
Socialism is the cocoon out of which the tiger moth of 
Communism emerges.” 


¥ 


“If you want to see pure Socialism mixed with give 
away programs, take a look at socialized medicine and 
socialized electrical power. These things do not make 
for free men.” 


“The first requirement of our leadership in the world 
is the preservation of the free enterprise system. The 
lifeblood of this system is sound fiscal policies. We serve 
neither ourselves nor the free people of the world when 
we undertake burdens beyond our ability to fulfill.” 


* 


“We must make our private enterprise system, whicli 
is based upon personal freedom, function in a way which 
can provide economic security for the individual—the only 
thing that Communism can provide for him—without 
calling upon him to sacrifice his personal freedom and 
his personal dignity.” 

? 


“The monopoly power of unions, a power wholly il- 
legal in any other segment of economic life, is at the 
bottom of this steel situation. To attempt to match it 
with a government power merely compounds the trouble. 
It insures that the citizen will be ground between the 
clash of two great powers.” 


* 


“That kind of government, which can deny to man- 
agement the right of collective bargaining, can deny the 
same right also to labor. Let us remember that that kind 
of government, which can destroy the profit motive and 
force business into bankruptcy, also can force labor into 
a condition of virtual slavery.” 
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OVER 6 YEARS 
ROOF OF PERFORMANCE 


ALTERNATOR SYSTEM 





SOME OF THE MANY UTILITIES 
USING THE LEECE-NEVILLE 
ALTERNATOR SYSTEM 


Monroe County Electric Coop. 
Pennsylvania Power & Light Co. 
Southwestern Public Service Co. 

Central Arizona Light & Power Co. 

Kansas Gas and Electric Co. 
San Diego Gas and Electric Co. 
Kansas City Power & Light Co. 

Arkansas Power & Light Co. 

Ozarks -Rural Electric Coop. 

Ilinois Bell Telephone Co. 





YOU CAN 


Since 1946 Leece-Neville AC-DC Alter- 
nator Systems have been delivering un- 
matched performance. On 2-way radio 
cars and trucks...or wherever current 
demands are high, L-N Alternators give: 
@ 25 to 35 amps with engine idling 
e ample capacity to carry the 
entire electrical accessory load 
e fully charged batteries always 
e better radio operation 
There are L-N Alternator Systems rated 
at 50 amps and 80 amps for 6-volt sys- 
tems; 60 to 150 amps for I2-volt systems. 


Ask us to arrange a demonstration of the 


. L-N Alternator for your fleet. Or write for 


all the facts. The Leece-Neville Company, 
Cleveland 14, Ohio. Distributors in princi- 
pal cities...Service Stations everywhere. 


RELY ON Heavy Duty Automotive Electric Equipment for Over 43 Yea 
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JoserH H. Baty 


Former Senator from Minnesota. 


Her Majesty, QUEEN JULTANA 
of Holland. 


Louis H. BAvEr 
President, American Medical 
Association. 


EprtortaL STATEMENT 
Los Angeles Times. 


Henry H. HEIMANN 
Executive vice president, 
National Association 
of Credit Men. 


RosweEtt MAcILu 
President, The Tax Foundation. 


Joun W. SmitH 
President, Seaboard Air Line Rail- 
road Company. 
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“You never win in politics by being on the defense , . 
I'd like to see Socialism on the defensive for awhile.” 


> 


“Freedom is not only the absence of tyranny in what- 
ever form, it is life itself. Life is the positive pole, as 
opposed to the negative one, which is slavery and death 
To accept freedom means to carry responsibility. Where 
ever this is recognized as a right and a duty for every- 
body, we call it democracy.” 


* 


“We begin to hear that the government’s compulsory 
health insurance plans are not socialized medicine. That's 
ridiculous. Any plan supported by taxation of the people 
in which the rules are written by government bureau- 
crats who also determine the fees is socialized medicine 
in any intelligent person's language.” 


¥ 


‘... the greatest objection to the union shop is that it 
puts workers, if not in slavery, at least in peonage. They 
must obey the union officers in all things or lose their 
jobs. And they have no effective means of protest. Men 
who can quit a union any time they want to must be 
catered to by the union officers. Men who must pay dues 
or starve are at the mercy of petty dictators.” 


¥ 


“A program that would be helpful to our economy, 
but which could not be reached overnight, would provide 
for courageously eliminating the government from com- 
petition with business. You would probably find that since 
business is a taxable group and government is not, that 
such a program would help the Federal Treasury and like 
wise lessen many items in the government budget.” 


* 


“If the Federal government is authorized to spend a 
lot of money, then you and I are going to have to put 
it up. Either put it up in current taxes, by turning a great 
part of our incomes over to the Federal government to 
spend for us on projects that it chooses and we do not; 
or we must pay most of it that way, and add the balance 
to the Federal debt. Those are the only alternatives.” 


> 


“It is in the national interest that each segment of the 
transportation industry be healthy and fully self-support- 
ing. Without this premise, government subsidy is in- 
evitable, followed by government ownership and nationali- 
zation of all forms of transportation and finally of all in- 
dustry. The free enterprise system under which this cous- 
try has grown great will have collapsed, and Socialism 
under an all-powerful government will indeed be a reality.” 
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Support the 


AMERICAN TRANSIT ASSOCIATION 


and it will support you 


A, 
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Compliments of 


and 


NEW YORK CITY 
OMNIBUS 
CORPORATION 


NEW YORK, N. Y. 


FIFTH AVENUE COACH COMPANY 
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INVESTIGATIONS 

REPORTS 

FINANCING 

ACCOUNTING 

TAXES 

INSURANCE 

PENSIONS 

DEPRECIATION 

VALUATIONS 

CONSULTING & DESIGN ENGINEERING 
METERING 

PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
MERCHANDISING 

ADVERTISING 

GAS CONVERSIONS 
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At your request 
we will be pleased to send this new, illustrated bookle 
describing our consulting and design engineering services 


Write Department E 
20 Pine Street, New York 5, N. Y. 


—Copmouridlls Souris Gu 


and subsediaues 
COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS IN 


20 Fine Shed, New Yok 5, MY 
fockson. Michigan Washinglon. DC 
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Indication of Acceptance 


About one-third of all of the electric companies having 
operating revenues in excess of $45,000,000 have employed the 
services of our organization to assist in the solicitation of proxies 
for meetings of their stockholders. 

The managements of these and many other electric, gas and telephone 
companies find our services insure prompt and gratifying stockholder 


response. This is attested to by unsolicited letters of commendation and 


repeat employments. Please send for further information. 


DUDLEY F. KING 


Proxy Soliciting Organization 
70 Pine Street, New York 5, N. Y. 


National coverage provided through Zone Managers located in 30 principal cities 
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Rolling Fire Door 


The effectiveness of AKBAR Fire Doors 
has been proved in major conflagrations 
throughout the country. When fire 
threatens, their quick, positive, auto- 
matic action stops dangerous flame-spread- 
ing drafts by blocking openings with a 
curtain of steel. 

In emergency release, the doors are pushed 
down by a strong spring, to assure posi- 
tive action. However, this automatic action 
also provides for the safety of building 
occupants in several ways. Downward 
speed of the doors is regulated, as a safety 
measure for anyone passing underneath. 
And the doors can be opened after closure, 
for emergency exit. Another device stops 


the door at floor level, with the steel cur- 
tain covering the entire opening—the door 
will not sag, or drop through a fire-weak- 
ened sill. 


ROLLING DOORS 





Fire can START anywher 





“AKBAR” the famous 
KINNEAR 


rye 
rae 





When not in use, the heavily galvanized 
curtain of interlocking steel slats remains 
coiled overhead, out of the way. Approved 
by Underwriters’ Laboratories, Inc., they 
have saved as much as one-third of their 
cost per year in reduced insurance rates. 


AKBAR Doors can be installed in openings 


of any size, in old or new buildings. They 
can be equipped for regular, daily door 
service, with motor operation if desired. 
However, the regular Kinnear Steel Rolling 
Service Door (non-labeled) is designed for 
use where maximum fire protection is not 
required. Write today for Kinnear’s latest 
catalog, 


The KINNEAR Manufacturing Co. 


Factories: 
2060-80 Fields Ave., Columbus 16, Ohio 
1742 Yosemite Ave., San Francisco 24, Calif. 
Offices and Agents in All Principal Cities 


—— 
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DIFFERENTIAL PRESSURE CONTROLS 
FOR LOW OR HIGH PRESSURES 


MERCOID 


FOR LOW PRESSURES 


Mercoid Type PPQ Diaphragm Dif- 
ferential Pressure Controls operate 
from minute changes (.03” water) in 
the difference between two pressures. 


Ranges to cover most applications 
(inches of water) 6” vacuum to 6” 
pressure, and 30” vacuum to 30” pres- 
sure. Available for various circuit 
arrangements. 


Electrical Capacity—0.3Amp. at 115V., 
A.C. or 0.15Amp., at 230V., D.C. Can 
be furnished in explosion-proof or 
weather-proof cases. 


WRITE FOR BULLETIN CA-3P 








FOR HIGH PRESSURES 


Mercoid Type BB Differential Pres- 
sure Controls open or close a switch 
contact according to a change in the 
difference between two pressures. 


Type BB employs two Bourdon tubes, 
each responsive to a pressure con- 
dition to operate a Mercoid Magnet 
operated mercury switch as the dif- 
ference in pressure between them in- 
creases or decreases. Available in 
ranges 60 p.s.i. to 2,500 p.s.i. 


Electrical Capacity—A. C. 115V., 
5Amp., 230V., 2Amp., D. C. 115V., 
2.5Amp., 230V., 1Amp. 


WRITE FOR BULLETIN CA-6DP 











’ EQUIPPED WITH MERCOID HERMETICALLY SEALED MERCURY SWITCHES 


‘THE MERCOID CORPORATION: 
"4209 W. BELMONT AVENUE, CHICAGO 4I, 


: New York: 205 East 42nd St. 








If you have a control problem involving the automatic 
control of pressure, temperature, liquid level, mechan- 
ical operations, etc., it will pay you to consult 
Mercoid's engineering staff—always at your service. 








ILLINOIS : 


Phildadelphia: 3137 N. Broad St. - 
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Part of installation of 60-cell DME-17 Exide-Manchex in Faraday Street 
Substation of Worcester County Electric Company, Worcester, Mass. 


MORE THAN 25 YEARS OF SERVICE—THEN ANOTHER EXIDE—THE... 


\_ Exide -Manchex BATTERY 





In January, 1926, the Worcester County 
Electric Company installed in its Fara- 
day Street Substation a 55-cell EMG-9 
Exide Battery. Not until last October, 
25 years and 9 months later, was it 
replaced. Again, the company’s choice 
was an Exide—the new, improved 
Exide-Manchex, now on duty provid- 
ing power for switchgear operation, 
emergency lights and other services. 


You, too, can depend on the Exide- 
Manchex for positive switchgear opera- 
tion...instantaneous power, when 
and as needed... extra long battery 


1888 ...DEPENDABLE BATTERIES FOR 64 YEARS...1952 


Ee 


life... low costs of operation, main- 
tenance, depreciation. 


Use the Exide-Manchex for all your 
stationary battery requirements. You'll 
find Exide-Manchex your best battery 
buy .. . at.any price. 

Various sizes and types of Exide Bat- 
teries, up to 100 ampere hours capacity, 
are available in plastic containers. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 


Exide Batteries of Canada, Limited, Toronto 


“EXIDE" and “MANCHEX" Keg. T.M, U.S. Pat. Of. 
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Greetings 
to the Delegates and Guests 
Attending the 


American Transit Association 


Convention 


Atlantie City, New Jersey 


September 22-25, 1952 














This is a 


“TARE 


..+-Obviously, a combination of tortoise and hare 
and also a good example of how Sorg works. We 
have to be fast and we have to be thorough because 
our clients must have quality, whatever the deadline. 


Specialists in all types of financial, corporate and 
legal printing, Sorg has had over 30 years’ experi- 
ence in handling the whole job...from design 
through composition, printing, binding, mailing. 
We're available 24 hours a day in the interests of 
producing fine, accurate printing with, when neces- 
sary, utmost speed. 














CONFIDENTIAL 
SERVICE 
SINCE 1920 
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1 PULVERIZES TOUGH FuELS. Anthracite, coke breeze, hard bituminous. 
as well as lignite, petroleum coke and pitch are all being success- 
fully pulverized with reliable, easy-to-maintain FW Ball Mills. 


2 HIGH AVAILABILITY—LOW MAINTENANCE Operating records of FW Ball 
Mills show a remarkable availability of 99% or better. This 
means fewer pulverizers are required per boiler. 


4 CONSTANT FINENESS Regardless of its length of service, the FW Ball 
Mill pulverizes fuel to a constant fineness, maintains peak steam 
generator efficiency. As the balls wear, they are replaced while 
the mill is in service. Costly shutdowns are, therefore, avoided. 


4 LARGE RESERVE CAPACITY. A large reserve supply of fuel is available 


in the mill at all times to maintain smooth, uninterrupted opera- 
tion of the steam generating equipment. This reserve is adequate 
to provide for interruptions in raw-coal feed and to meet rapid 
or extensive load changes. 


FOSTER WHEELER CORPORATIO 
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CLASSIFIER 
PULVERIZED 


COAL TO Cc di f F Wheel 
utaway drawing of Foster Wheeler 
EXHAUSTER Ball Mill Pulverizer with single ex- 
hauster ond single feeder. Systems also 
avoilable with 2 exhausters and 2 feeders; 
end for pressurized operation. 


Foster Wheeler Ball Mill Pulverizers represent over 50 years of 
experience with pulverized fuels plus the knowledge and engineering 
skill gained in hundreds of successful installations. 

They are complete systems with all component parts which 

incorporate a high degree of efficiency, availability 


and economical operation. Write for further information to: 


65 BROADWAY, 


FOSTER G WHEELER 
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what we really make fis time} 

















Little blocks, say 2” x 4’’ x 8’, don’t pile up very 
fast. 





We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 





Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black steel 
in lengths up to 25". 


Q-Panels, 3" in depth with 1'4"' of incombusti+ 


: : . ble insulation, have a thermal insulation value 
We make time, now, when time is the essence. qupesiog ep thet of © 62° dey axannney all cal 


firred plaster interior. A single Q-Panel with an 
, , ~~ area of 50 sq. ft. can be erected in nine minutes 
We save days and weeks in finishing a building with a crew of only five men, and twenty-five 


for use, because years have been put into the workmen have erected as much as an acre of wall 


; ; in three days. 
development of these unique skills. 


Q-Panel construction is quick, dry, clean, and 
or , offers an interesting medium of architecturd 
Quick is the word we practice. expression. = 


H. H. ROBERTSON CO., PITTSBURGH, PA. j— 
2424Formers Bank Building SI GP r* Offices in 50 Principal Cities 


Pittsburgh 22, Peansyivesia World-Wide Building Service 
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Ohio Rapid Transit Ine. 
Locally Owned 


Locally Operated 
City and Intercity 
Motor Bus Transportation 


in 


Ohio 





H. W. ARNOLD 714 East Broap Sr. 
President CoLtumBus 15, Onto 


























If the service we render borders at times on the 
spectacular it is because we are better equipped in 
all phases of our work to do the unusual things 
demanded of us. And if your present financial printing 
arrangements do not give assurance of that kind of service 
it would be a wise course to try 


L } i € | L N financial vrinters 


Specialized service in all 











documents relating to 





corporate finance and 








stockholder and public relations. 
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SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY | 


SYSTEM 


The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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eare just a few of the reasons why 
vicemen prefer the Internationals 
th service-utility bodies: 

the bodies are of all-steel construction, 
ctrically welded into one complete 
t Compartment doors are dust and 
isture resistant with chain stops, 
snmounted door handles. All shelves 
jtrays have safety-rolled edges. 
There's a wide range of International 
ucks to choose from. See your Interna- 
nal Dealer or Branch—today ! 
RNATIONAL HARVESTER COMPANY + CHICAGO 


ing 
S 


% 


Look for these 

International Truck exclusives: 

@ Silver Diamond valve-in-head truck engines are rugged, 
packed with extra power. Engineered to save you plenty 
on operating and maintenance costs. 

® New green-tinted, non-glare safety glass available in 
Comfo-Vision Cab. One-piece, full-vision windshield. 

@ Super-steering system — more positive control. Wider 
front axles make possible full 37° turning angle for 
easier handling and maneuverability. 


@ Wide variety of light-duty models — 12, 34, and 1-ton 
sizes—GVW’'s from 4,200 to 8,600 Ibs. 115, 127, 134-in. 
wheelbases. Panel, pickup, stake and many other types 


set 
®) 


of bodies. 


Nees” 


International Harvester Builds McCormick Farm Equipment and Farmall Tractors... Motor Trucks...Industrial Power...Refrigerators and Freezers 


Better roads mean a better America 


INTERNATIONAL “> TRUCKS 


International 1-120 series with special 
service-utility bodies — 7.9 and 8.6-ft. 
lengths. 115 and 127-in. wheelbases. 


« 


Standard of the Highway” 
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WHICH OF THESE SERVICES WILL HELP YOU? 


At your fingertips are EBasco specialists to help solve your business problems quickly 
and economically. 
Need help with financing? During the past few years Esasco has advised on the rais- 
ing of over two billion dollars in new capital. Industrial relations? EBasco assists in 
lanning and developing industrial relations programs. EBasco has designed and 
Built over one billion dollars worth of new plants. EBasco has developed insurance, 
pension and safety programs ... solved production and plant layout problems and 
performed many similar services for business and industry throughout the world. 
To find out how EBASCco can serve you best, send for ‘“The Inside Story of Outside 
.” Address: Ebasco Services Incorporated, Dept. V, Two Rector Street, New 
ork 6 


EBASCO SERVICES 


yal i INCORPORATED 
2 em * New York + Chicago - Washington, D.C. 
° OFF Appraisal - one 8 Business Studies - Consulting Engineering - Design & Construction + Financial 
“oy "ry o* ladustrial Relations - inspection & Expediting - Insurance, Pensions & Safety 
74e cousd® Office Modernization - Purchasing - Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 





This page ts reserved under the MSA PLAN (Manufacturers Service Agreement ) 





Public Utilities Fortnightly 








SERVING METROPOLITAN 
COLUMBUS, OHIO. 


MEMBER 
AMERICAN TRANSIT 
ASSOCIATION 











A TECHNICAL FIRM 


May Be Known By Its Clients 


N DA Now Works With 


The Babcock & Wilcox Company 
Bell Telephone Laboratories, Inc. 
Carbide & Carbon Chemicals Company 
(Oak Ridge National Laboratory) 
The Conservation Foundation 
The Cooper-Bessemer Corporation 
The Detroit Edison Company 
The Dow Chemical Company 
Halliburton Oil Well Cementing Co. 
The International Nickel Co., Inc. 
The Johns Hopkins University 
(Applied Physics Laboratory) 
United Aircraft Corporation 
(Pratt & Whitney Aircraft Div.) 
U.S. Atomic Energy Commission 


ae 
Se 


Known for its application of advanced engineering physics to nuclear 
reactors, this private enterprise specializes in many kinds of imagina- 
tive, high-performance engineering design for both government and 
private enterprise. 


Nucwear Devetopment Associates, INc. 
WHITE PLAINS, N. Y. 








A 975,000-ib-per-hr 
vertical deaerating 
feedwater heater 
mounted on its hori- 
zontal storage tank. 










ELLIOTT DEAERATING 
? FEEDWATER HEATERS 


are the unsleeping guardians of valves, piping, boiler 






tubes, turbines — all water and steam handling appara- 
tus, in many hundreds of power stations from one end 7 


of the country to the other. 


The principle of deaeration — the removal of corrosion-causing oxygen 
from feedwater — was established and first carried out by Elliott engi- - 








neers thirty years ago. Naturally, with this lead, Elliott deaerating heaters 
of today embody every development which skilled engineering plus unequ- 
alled experience can devise. a 


Deaerator and Hea Dep Plants ot: JEANNETTE, PA. © RIDGWAY, PA. | 
Heater t. AMPERE, N. J. © SPRINGFIELD, O. « NEWARK, N. J. 


JEANNETTE, PA. DISTRICT OFFICES IN PRINCIPAL CITIES 
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1 Southeastern seats Exchange, Engineering and Operation Section, begins meeting, 
Atlanta, Ga., 1952 





{ Southern Gas Association, oie relations and right-of-way problem round 
tables begin, Birmingham, Ala., 1 952. rans o e:) 





7 pre. {tna Telephone Association will hold annual convention, Chicago, 
c 





{ Association of National Advertisers begins fall meeting, New York, N. Y., 1952. 





{ National Electronics Conference begins, Chicago, IIl., 1952. 








17 eed Farm Electrification Conference will be held, Detroit, Mich., Oct. 20, 21, 








Z OcTOBER Hy 


{I Wisconsin Utilities Association, Technical and Sales sections, begin convention, Mil- 
waukee, Wis., 1952. 








§ American Water Works Association, West Virginia Section, begins meeting, Parkers- 
burg, W. Va., 1952. 





4 Southern Gas Association, Eastern Area, Accounting Section, begins round table © 
on customer accounting, Atlanta, Ga., 1952. 





4 American Gas Association will hold annual convention, Atlantic City, N. J., Oct. 27-30, 
1952. 





{ Controllers Institute of America begins annual meeting, Detroit, Mich., 1952. 








4 Independent Natural Gas Asso. of America begins meeting, Omaha, Neb., 1952. 
{ Jowa Utilities Asso. begins management conference, Des Moines, Iowa, 1952. 





q Edison Electric Institute, Prime Movers Committee, ends two-day meeting, New 
Orleans, La., 1952. 











q Indiana Electric Association begins annual convention, French Lick, Ind., 1952. 
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Transit’s Modern Eel 


This San Francisco trolley coach takes on, as part of everyday’s work, 
such traffic headaches as all-day parkers and double parkers. 





Public 
Utilities 
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The Transit Industry Marks 
Another Year 


One year ago the American Transit Association and its members were 
deeply concerned with problems of possible shortages of new vehicles 
and of maintenance, repair, operating supplies, and man power. At that 
time a series of steps were taken to obtain prompt recognition, in high 
government circles, of the vital réle played by transit in time of pre- 
paredness and war, and to gain assurance that the industry's needs for 
equipment, materials, and man power were met. ATA was also devoting 
considerable time and study to the related problems of economic stabiliza- 
tion, which had arisen following the outbreak of hostilities in Korea. 


By HARLEY L. SWIFT* 
PRESIDENT, AMERICAN TRANSIT ASSOCIATION 


Equipment and Materials 


tion in connection with the de- 

fense program is found in the 
fact that during the past year suff- 
cient transit vehicles of all types were 
produced to allow operators a free 
choice as to the number and type of 
vehicles they desired to purchase. De- 


Jt ion for our prompt ac- 


“Also president and general manager, Har- 
tisburg Railways Company. See “Pages with 
the Editors.” 
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spite the steel strike and the conver- 
sion of the production lines of some 
vehicle manufacturers to the produc- 
tion of military equipment and sup- 
plies, transit operators are expected 
to have no difficulties during the com- 
ing year in obtaining the number and 
type of vehicles they decide to pur- 
chase. 

Transit operators generally have 
experienced no serious difficulties in 
obtaining necessary maintenance, re- 
SEPT. 25, 1952 
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pair, and operating supplies or ma- 
terials required for new construction. 
The recent steel strike may make it 
necessary for some operators to prac- 
tice conservation in the use of some 
items until the shortages resulting 
from the strike have been overcome. 
However, it now appears unlikely 
that any serious shortages of such ma- 
terials will develop unless the inter- 
national situation should suddenly 
worsen. 


Man Power 


HE man-power situation, gener- 

ally, has remained unchanged 
during the year. American Transit 
Association surveys, as well as those 
made by the field forces of the 
Defense Transport Administration, 
failed to show that transit’s man- 
power supply was inadequate to meet 
defense or minimum civilian require- 
ments, or that a short supply existed 
on a national scale. In view of our in- 
ability to meet these criteria, which 
are used to determine whether an in- 
dustry is included on the List of Es- 
sential Activities, we finally asked 
that our application for the restora- 
tion of our industry to the list be held 
in abeyance until the situation became 
more critical or the criteria were some- 
what relaxed. 

Regional and area labor-manage- 
ment man-power committees have 
been set up in thirteen areas and in a 
number of cities where some shortages 
of man power existed and have proved 
helpful. In a few cases a transit man 
is a member or alternate member of 
these committees and in all other 
cases a transit man is an adviser to the 
transportation member of the com- 
mittee. 


SEPT. 25, 1952 


Economic Stabilization 


RANSIT fares remain free from 

any form of price control and the 
Defense Production Act, as amended 
this year, now provides that the Of- 
fice of Price Stabilization shall not in- 
tervene in any case involving increases 
in rates or charges proposed by any 
common carrier or public utility ex- 
cept in those cases where such rates or 
charges are for property or services 
sold by the utility for resale to the 
public. 

Since a transit ride obviously 
cannot be resold, OPS officials are 
specifically prohibited from interven- 
ing in transit rate proceedings. 

The former Wage Stabilization 
Board, which was sometimes referred 
to as the “Wage Stimulation Board,” 
was abolished, effective July 29, 1952, 
and the President has appointed a 
new 18-member tripartite board, sub- 
ject to the approval of the Senate. 
This new board has no dispute-settle- 
ment functions and has only the pow- 
er to formulate and recommend the 
general stabilization policies and reg- 
ulations which the Economic Stabi- 
lizer will issue and to advise him as 
to the interpretation or application of 
those policies and regulations. Stabi- 
lization of wages, salaries, and other 
compensation is defined specifically to 
mean “prescribing maximum limits 
thereon.” However, it seems probable 
that the regulations of the new board 
relating to wages and working condi- 
tions, like those of the old board, for 
all practical purposes will become 
“floors instead of ceilings.” It is en- 
couraging to note that all present sta- 
bilization controls expire as of April 
30, 1953. 
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THE TRANSIT INDUSTRY MARKS ANOTHER YEAR 


Operating Results in 1951 


pasos FIFTY-ONE operating rev- 
enues of the transit industry in- 
creased 1.42 per cent over 1950, bring- 
ing them close to the all-time-high rec- 
ord of 1949. The higher revenues re- 
sulted from increased fares entirely, 
since passenger riding continued its 
downward trend with a drop of 6.50 
per cent from the preceding year. 
This increase in revenues, however, 
was not sufficient to offset the upward 
spiral in cost of material, labor, and 
taxes, despite a 3.13 per cent cut in 
mileage operated. Operating costs 
were up 2.67 per cent and taxes 7.07 
per cent. Caught in these divergent 
crosscurrents, the industry’s net earn- 
ings in 1951 were down 30.56 per 
cent from 1950. 


Transit Fares 


Goce June, 1951, higher fares have 
become effective in almost 48 per 
cent of all United States cities over 
25,000 population and today in 76 per 
cent of these cities the adult cash fares 
for local service are 10 cents or more. 
In 45 United States cities the lowest 
adult cash fare is 15 cents. In Kansas 
City the cash fare is 20 cents, tokens 
four for 75 cents, and a $1.25 weekly 
permit, entitling bearer to ride for 5 
cents per ride. In June, 1952, the cash 
fare in Chicago was raised to 20 cents, 


e 


with token rates of 17 cents on the 
surface lines and 18 cents on the rapid 
transit lines. Several other large cities 
have petitioned their regulatory bodies 
for 20-cent cash fares. 

Forty per cent of the smaller United 
States cities of less than 50,000 pop- 
ulation have had fare increases dur- 
ing the past year and adult fares now 
are in excess of 10 cents in more than 
70 of such cities. 


Zone Fares 


Aga fares continue to receive the 
attention of many transit execu- 
tives and applications for approval to 
inaugurate zone fare systems have 
been made recently in a number of 
cities. A recent ATA study showed 
that more than one hundred transit 
companies have some form of zone 
fares. However, in the great majority 
of such cases the central zone coin- 
cides with or lies beyond the city 
boundaries and only a small percent- 
age of the system’s total riders pay a 
multizone fare. 

A recent comparison of losses in 
riding per capita for the transit in- 
dustry in the United States with those 
of six cities in which zone fares were 
continuously in effect during the 
period from November, 1941, to No- 
vember, 1951, showed that in five of 
these six cities during the 10-year 


changed during the year. American Transit Association 


q “THE man-power situation, generally, has remained un- 


surveys, as well as those made by the field forces of the 
Defense Transport Administration, failed to show that 
transit’s man-power supply was inadequate to meet defense 
or minimum civilian requirements, or that a short supply 


existed on a national scale.” 
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period the losses per capita were less 
than the average losses for the indus- 
try. This may indicate that zone fares 
may be helpful in preventing losses in 
riding but, of course, many other fac- 
tors influence riding. Because of the 
increasing and widespread interest in 
zone fares, and particularly in meth- 
ods used in collecting such fares, the 
American Transit Association has ap- 
pointed a special committee to study 
zone fare collection problems and to 
develop a satisfactory zone fare col- 
lecting device. 


Student Fares 


Ms“ United States companies 
are still transporting students at 
rates of 5 cents or less, which in most 
cases are less than 50 per cent of the 
adult fares and probably less than the 
cost of providing the service, especial- 
ly if they are transported during ei- 
ther rush hour. However, more than 
thirty-five large and small companies 
require students and older children to 
pay the same fare as adults and, dur- 
ing the past two years, more than one 
hundred companies either have in- 
creased students’ rates or have com- 
pletely abolished them. 

There is no sound reason why the 
transit company, alone of all busi- 
nesses and industries, should, in addi- 
tion to paying school taxes, real 
estate taxes, gross receipts tax, fuel 
tax, etc., be required to subsidize the 
education of the children of a com- 
munity. The cost of vehicles, of labor, 
of tires, of fuel, of taxes, of insur- 
ance, of anything is no less (of main- 
tenance it is more) to serve school- 
children than adults. Where school- 
children are carried at a lower fare in 
the same vehicle with or on vehicles 
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of the same type used for adults, the 
question of discrimination could be 
raised, in that the same service is ren- 
dered at widely separated prices. Ac- 
tually, low school or student fares, in 
fact, any reduced fare is reflected in 
a higher basic fare. 


Lag in Granting Fare Increases 


M° serious to transit companies 
in many parts of the United 
States is the unfair lag which occurs 
between the time of filing an applica- 
tion for a transit fare increase and 
the time when approval to put the re- 
quested increase into effect, in part or 
in whole, is granted. The problem is 
intensified by the fact that fare appli- 
cations cannot be filed in anticipation 
of the need for additional revenues 
while wage increases in many in- 
stances must be paid retroactively. 
Last fall the governor of the state 
of Massachusetts appointed an interim 
commission to study fare regulation 
and other current transit problems 
and to make recommendations for 
their correction. The preliminary re- 
port of the commission recognized the 
need for more prompt action by reg- 
ulatory agencies in processing appli- 
cations for transit fare increases in 
order to avoid public ownership or 
subsidies. In addition to suggestions 
for reducing the time required by the 
department of public utilities to hear 
a transit fare case, the report recom- 
mends the enactment of a bill which 
provides that, after the presentation 
of certain evidence and thirty days’ 
notice, a transit company may insti- 
tute a new fare schedule pending hear- 
ing and final study by the department. 
The income from the higher fares 
must be segregated in a separate ac- 
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THE TRANSIT INDUSTRY MARKS ANOTHER YEAR 
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People Should Know about Transit Ills 


a | 


AM convinced that one of the most effective ways in which we, 
of the transit industry, can help ourselves lies in making a greater 


effort to acquaint businessmen, city officials, civic groups, and others 

with the vital part which transit plays in solving traffic congestion. By 

so doing we would obtain their support in obtaining needed revenues, 

reduction in burdensome taxes, and other measures that would enable 

us to improve public transport, thereby helping further to solve the 
traffic congestion problem.” 





count and the department can suspend 
the proposed increase only if it be 
shown to be clearly unreasonable in 
the light of the preliminary proof 
submitted by the company. This is a 
constructive proposal and it is to be 
hoped that it will pave the way for 
general recognition of this serious 
problem and for appropriate relief. 


T= delay in securing fair fare re- 
lief in many cases is not the fault 
of the regulating bodies, but is brought 
about by the practice of politicians 
who, purely for their own selfish per- 
sonal, political aggrandizement, with- 
out any thought as to the effect on the 
welfare of their city as a whole, vi- 
ciously attack and protest any fare in- 
crease application on the one hand, 
while on the other hand they encour- 
age labor in its demands for increased 
wages. The result of these purely 
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political moves is to “hamstring” not 
only the vital transit facilities of their 
city, but also the utilities commission, 
by unnecessarily clogging the admin- 
istrative wheels. 


Transit Taxes 


pian owned transit companies 
generally pay the same almost end- 
less variety of taxes to the Federal 
government, the states, and their po- 
litical subdivisions as are paid by 
practically all other businesses. In 
1951 total taxes paid by such compa- 
nies ranged from about 4 per cent to 
more than 18 per cent of operating 
revenues, and averaged 9 per cent. 
Taxes paid to the Federal govern- 
ment represent about 34 per cent of 
the total paid by the industry, or about 
3.2 per cent of the operating revenues 
of the private companies which pay 
such taxes. 
SEPT. 25, 1952 
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Federal income and excess profits 
taxes represent about 18 per cent of 
total taxes paid by private companies, 
or about 1.66 per cent of their op- 
erating revenues. Approximately one- 
third of the privately owned com- 
panies, whose figures were available, 
paid no income or excess profits taxes. 

State taxes of all kinds represented 
about 32 per cent of the total taxes 
paid by private companies, or about 
3 per cent of their operating revenues. 
The taxes paid to counties and munici- 
palities by transit companies repre- 
sented more than 33 per cent of the 
total taxes paid by such companies, or 
3.1 per cent of their operating reve- 
nues. 

Many of these local taxes and im- 
posts are relics of the early days when 
transit enjoyed a monopoly position 
and they are not levied upon other 
forms of business. Their continued 
imposition is difficult to justify in view 
of the competitive position in which 
the industry now finds itself. There- 
fore, such taxes unfairly discriminate 
against the users of transit service 
who are generally the low-income 
groups who must ultimately pay them 
and have the least ability to do so. 

As a matter of interest, while the 
fare paid by the customer is 10 cents 
for a ride on bus lines of my company, 
the actual fare is 8.4 cents, plus 1.6 
cents tax. This 19.2 per cent tax puts 
bus rides almost in the same category 
as jewelry and cosmetics, subject to a 
luxury tax of 20 per cent. Few people 
consider a bus ride a luxury. 


Labor Costs 


| prone indicate that during 1951 
the ratio of total direct labor costs 
to operating revenues for the transit 
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industry reached 59.2 per cent, a fig- 
ure higher than that of any other in- 
dustry, with the exception of the tele- 
graph companies. 

Operating revenues in 1951 in- 
creased 1.4 per cent over the previous 
year, whereas payroll increased 4.4 
per cent for the same period. 

During 1951 total employment in 
the industry decreased 3.3 per cent 
over the previous year, due primarily 
to a reduction in service of 3.1 per 
cent. 


Strikes 


HERE have been more strikes dur- 

ing the past year than normally 
and a number of them have been of 
rather long duration. Among the 
properties on which the longer strikes 
occurred are the Middlesex & Boston 
Street Railway and the Eastern Mas- 
sachusetts Street Railway. In both of 
these strikes the issues were practical- 
ly identical. The stumbling block in 
each case was a demand for a pension 
plan which the companies could not 
finance. In Birmingham the sole issue 
in a 4-day strike was a demand for a 
30-cent-per-hour increase in the basic 
rate. 

The Middlesex & Boston strike was 
settled after six weeks and the East- 
ern Massachusetts strike after 127 
days—one of the longest strikes on 
record. Settlement of both strikes was 
on substantially the terms offered by 
the company before the strike. Fol- 
lowing the strike, operators of Mid- 
dlesex & Boston voted to reduce their 
workweek to forty hours in order to 
spread the work and avoid layoffs. 

In the Birmingham strike the com- 
pany offered to surrender its fran- 
chise, but the city refused to accept it. 
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The mayor attempted to find another 
company to take over the operation. 
Failing in this, he appointed a citi- 
zens’ committee of thirty to seek a 
solution of the problem. 

This committee recommended that 
the strike be settled on a basis of a 5- 
cent-per-hour wage increase and a 
bonus of 2 cents per hour for each 
one-cent increase in revenue per ve- 
hice mile of the company. These 
terms were finally agreed to by the 
company and the union. Apparently 
the union was impressed with the 
mayor’s inability to find another com- 
pany to take over the operation. 

The committee recommended fur- 
ther that the company be permitted to 
put into effect economies through cur- 
tailment of or elimination of certain 
parts of its service, and the committee 
is now making studies of ways in 
which the company may better its 
service, discharge its obligations to its 
employees, and operate at a profit. 
This case is an outstanding example 
of what can be accomplished when 
the facts justify a company in taking 
a firm position and refusing to deviate 
from it. 


» Rochester a 23-day strike, the 
principal issue of which was a 40- 
hour week with no loss of take-home 


pay, ended in a truce with no changes 
in wages or working conditions and 
the appointment of a fact-finding 
board to study the issues, but whose 
decision would be morally but not 
legally binding upon the parties. At 
this writing the fact-finding board has 
not issued a decision. 

A 37-day strike at Jacksonville, 
over a 22-cent hourly wage increase 
and improved working conditions, 
which the company maintained it 
could not grant, ended in a truce with 
the men returning to work on the 
basis of the old contract. In subse- 
quent negotiations a new contract was 
accepted by both company and union, 
calling for a total of 12 cents per hour 
increase. 

In Akron, Ohio, a 15-day strike 
started with a union demand for 15 
cents per hour increase in wages and 
fringes costing 22 cents. A negotiated 
settlement granted a 12-cent hourly in- 
crease with no changes in fringes. 


A in Memphis, Tennessee, 
which resulted from the failure 
to agree upon a neutral arbitrator ina 
controversy over wages, lasted four- 
teen days. The union’s demands, in- 
cluding six days’ pay for five days’ 
work, would amount to a 40-cent-per- 
hour increase on the basis of company 


& 


United States is the unfair lag which occurs between the 


q “Most serious to transit companies in many parts of the 


time of filing an application for a transit fare increase and 
the time when approval to put the requested increase into 
effect, in part or in whole, is granted. The problem is 
intensified by the fact that fare applications cannot be filed 
in anticipation of the need for additional revenues 
while wage increases in many instances must be paid 


retroactively.” 
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estimates. The company offered 8 
cents per hour, including fringes. The 
strike ended with a “package” settle- 
ment of slightly more than 9 cents per 
hour. Following the strike, operators 
voted to voluntarily reduce their work- 
week from six to five days. 

At this writing there is a 15-day- 
old strike in Erie, Pennsylvania, which 
started out as a “wildcat” strike be- 
cause of the delay on the part of the 
union in securing Wage Stabilization 
Board approval of a substantial wage 
increase agreed upon June 3rd, as a 
result of mediation proceedings. As 
in Birmingham, the mayor and city 
council, after studying the situation, 
endeavored to settle the strike but to 
no avail as the union demanded still 
more, Curiously enough in this case, 
a fare increase had been secured to 
cover the cost of the wage increase 
granted by the mediation board. 


prea of transit strikes indicate 
that, while they cause great incon- 
venience to the traveling public, they 
do not result in very much absentee- 
ism from employment generally and 
school attendance within the com- 
munity, except in the first day or two. 
Downtown shopping areas and thea- 
ters, however, are greatly affected, 
with estimates of losses in sales and 
receipts ranging from 30 to 50 per 
cent. On the resumption of service 
after a strike, the transit company ex- 
periences some temporary loss in traf- 
fic, which will vary in accordance with 
the duration of the strike, the issue in- 
volved, and other local conditions. 
Transit managements generally feel 
there are also some permanent losses 
of traffic resulting from strikes, but 
it is difficult to evaluate these losses 
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because of other economic factors 
and, therefore, there is no decisive an- 
swer to the question of the extent of 
permanent losses in riding resulting 
solely from a strike. 


Economies through Reductions in 
Service 


6 Bw serious and continuing decline 
in transit riding in most cities in 
the United States has made it neces- 
sary for transit companies to tailor 
their service to the reduced riding 
habit by increasing headways and 
making other similar adjustments. 
The recent trend toward a general 5- 
day working week in most of these 
cities and the growing popularity of 
television are important factors in the 
declining volume of business handled 
by many transit companies, particu- 
larly during week-day evenings and 
on Saturdays, Sundays, and holidays. 

Many companies have increased 
headways to a point at or beyond that 
which was generally considered the 


maximum under previous policy. This | 


point varies, of course, but headways 
ranging up to thirty minutes or one 
hour have been put into effect on some 
lines. In spite of this fact, revenue 
per vehicle mile during evenings, 
Saturdays, and Sundays has remained 
less than the out-of-pocket cost of op- 
erating those services. This has left 
many companies with the difficult 
choice of deciding whether to further 
increase headways; to shorten the 
over-all period during the day when 
service is furnished; to consolidate 
routes ; to completely eliminate service 
on certain routes or the entire system 
during certain periods; or to take 
other equally drastic action. 

In some smaller cities, such as La 
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The Horse Cars Moved Just As Fast 


“eae of traffic congestion, average speed made by transit 
vehicles on city streets today is substantially the same as forty 
years ago—and in some cases even lower—despite continued improve- 
ment in transit vehicles designed to increase their speed and maneuver- 
ability. Traffic congestion, of course, slows down all traffic.” 





Porte and Michigan City, Indiana, 
Sunday service has been completely 
discontinued and in Michigan City all 
service during week-day evenings has 
been eliminated. In New York city the 
operation of the Third Avenue ele- 
vated line has been discontinued from 
Friday evening until Monday morn- 
ing of each week, except north of 
149th street. 


erring the aforementioned 
strike in Birmingham, Alabama, 
night service on sixteen routes has 
been rather drastically curtailed, with 
similar cuts in Sunday service on five 
lines. Capital Transit Company of 
Washington, D. C., has recently elimi- 
nated eight routes providing service to 
Maryland, and Indianapolis has re- 
cently abandoned two cross-town 
routes. Joplin, Missouri, and Minne- 
apolis-St. Paul, Minnesota, are other 
areas in which some transit service 
has been abandoned. 

An interesting proposal with respect 
to nonprofitable lines has been made 
by Graeme Reid of Ford, Bacon & 
Davis, Incorporated. Reid suggests 
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that if, on behalf of the general pub- 
lic, public officials require the con- 
tinued operation of any part of the 
service of a transit company which 
cannot be made profitable, the differ- 
ence between the cost of providing 
such service and the revenue obtained 
therefrom must be paid by the general 
public under a contract negotiated be- 
tween the company and city officials.’ 


Abandonment of Service 


N some of the smaller cities the im- 

possibility of stemming the tide of 
rising losses from transit operation by 
increased fares, or the curtailment or 
elimination of unprofitable lines, has 
become evident. Schenectady, New 
York, during the past year witnessed 
the complete abandonment of local 
transit service with the assets of the 
defunct Schenectady Railway Com- 
pany scheduled for public auction. 
Four companies have been granted 
temporary authority to provide sub- 
stitute service in various parts of the 
city on a curtailed basis. 





1See “A Contractual Alternative to Social- 
ized Transit,” Pusiic UTILities FortTNIGHTLY, 
Volume XLIX, No. 9, April 24, 1952. 
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Northampton Street Railway Com- 
pany, serving Northampton, Massa- 
chusetts, after a prolonged strike sur- 
rendered its franchise and liquidated 
its assets. Transit service in this com- 
munity was taken over by another 
company on a greatly restricted basis. 
Port Arthur, Texas, has had the same 
experience. 


HE Ogden Transit Company, 

serving Ogden, Utah, was granted 
permission by the Utah Public Service 
Commission to discontinue service, ef- 
fective May 19, 1952, after serving the 
city for fifty-two years under the 
same management. 

Sioux Transit Company, Sioux 
Falls, South Dakota, has decided to 
relinquish its franchise, citing heavy 
operating losses as the reason for its 
decision. 

Worcester Street Railway is the 
largest and the most recent addition to 
the group of operating companies that 
have reached the decision that their 
stockholders can no longer afford to 
subsidize public transportation. Reso- 
lutions adopted by the shareholders 
called for (1) sale of the company to 
anyone interested in taking over the 
operation, (2) a guaranteed subsidy 
from the government, or (3) liquida- 
tion of the property by January 1, 
1953. 

Among the smaller communities 
there are a number where the privately 
owned companies have surrendered 
their franchise and the burden of 
furnishing public transportation has 
been transferred to the municipality. 
These cities include Janesville, Wis- 


consin; Cumberland, Kentucky; 
Plattsburg, New York; and Waynes- 
boro, Virginia. 
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Experiment with Increased Service 


Some people, including city officials, 
insist that the operation of more 
frequent transit service would attract 
sufficient additional riders to make it 
profitable. A 90-day experiment on 
four lines of the St. Louis Public Serv- 
ice Company, beginning in March, 
1951, proved conclusively the fallacy 
of such thinking. This experiment, 
made at the suggestion of the mayor’s 
mass transportation committee, was 
for the specific purpose of determining 
whether the operation of more fre- 
quent transit service during the mid- 
day period would produce sufficient 
additional riding to make it profitable. 
Two of the four lines selected for 
study were streetcar trunk lines serv- 
ing densely populated city areas over 
their entire length, and the other two 
were feeder or connecting bus lines. 
The frequency of service on the four 
test lines was doubled from 9 am to4 
PM each day during the experimental 
period, with the improved serving 
being given the widest possible pub- 
licity in the areas directly affected. 
This publicity consisted of news re- 
leases, paid newspaper advertisements, 
radio spot announcements, house-to- 
house distribution of pamphlets, the 
distribution of “take-one” folders on 
busses, posters displayed in store and 
shop windows, and the posting of 
signs and new schedules on the stand- 
ards at each bus and car stop. 


|: pe the company and the city con- 
ducted independent investigations 
on the test lines before and during the 
experiment and arrived at the same 
general conclusions. 

Despite the favorable conditions 
under which this test was made, it was 
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found that additional riding was not 
stimulated except to a very limited de- 
gree by an increase in the amount of 
service provided. Revenue derived 
from the additional riders fell far 
short of covering the additional op- 
erating cost and the company lost 
$25,000 in conducting the experiment. 

However, this company feels that 
its money was well spent, since the ex- 
periment provides a most convincing 
answer to the question of whether 
more frequent service would attract 
sufficient additional riders to make it 
profitable and it proved an invaluable 
aid to the company during its recent 
fare case before the Missouri Public 
Service Commission. 


Traffic Congestion 


| pepen of traffic congestion, aver- 
age speed made by transit vehicles 
on city streets today is substantially 
the same as forty years ago—and in 
some cases even lower—despite con- 
tinued improvement in transit vehicles 
designed to increase their speed and 
maneuverability. Traffic congestion, 
of course, slows down all traffic. I re- 
cently heard a man, when leaving his 
office in New York to keep a luncheon 
date in another area, ask his com- 
panion : “Shall we walk or do we have 
time to take a taxi?” 

Seriously, I sometimes wonder 
whether our citizens are fully aware 
of what traffic congestion is costing in 
terms of additional vehicles required 
to provide service, additional hours of 
platform time, and higher accident 
frequencies. 

When public transportation vehicles 
are subsidized by city authorities to 
the extent that these authorities subsi- 
dize the private automobile, the traffic 
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and congestion problem of the city will 
solve itself. One-way streets, restrict- 
ed turns, street storage of vehicles, 
etc., are for the convenience of the 1.7 
persons in the automobile and are a 
hindrance and inconvenience to the 60 
or more per cent of the people who 
use transit vehicles. Downtown busi- 
ness areas are suffering from auto- 
mobile blight and traffic indigestion. 
The Chicago Tribune commented 
on this situation recently as follows: 
The public vehicle does not have 
to go quite as fast as the private car 
to win customers, because the time and 
expense of parking must be taken into 
account. If the difference in running 
time is only five or ten minutes, the 
public vehicle will be in a strong com- 
petitive position. The trouble today is 
that the private car has at least a half- 
hour advantage for hundreds of thou- 
sands of prospective passengers on 
many routes. 


oo engineers, city planners, 
and students of traffic congestion 
now realize that they have been using 
the wrong approach to the problem by 
placing too much emphasis on ways 
for expediting the movement of 
vehicles, whereas the fundamental 
necessity is moving people. Harland 
Bartholomew, well-known city plan- 
ner, in a recent address before the 
American Institute of Planners, said: 
Mass transportation should be giv- 
en first consideration as a basic need 
of the people, with private vehicles re- 
garded merely as supplementary. This 
decision should be made at the top ad- 
ministrative level. I believe it would 
be more readily acceptable than some 
of us anticipate. 

Mayor Fletcher Bowron of Los An- 
geles, while discussing the need for 
rapid transit facilities in a recent radio 
address, said: 
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It is undeniably true that we can 
never reach a satisfactory solution of 
our vehicular traffic problem until we 
have adequate public transportation. 


oer R. Snopcrass, chairman, 
executive committee, Greater At- 
lanta Safety Council, in an article ap- 
pearing in the December, 1951, issue 
of Public Safety Magazine, pointed 
out the urgent need for telling the 
transit story as an important step in 
the solution of the traffic congestion 
problem, when he said: 


Often merchants fight the banning 
of curb parking because they think it 
will ruin business. Automobiles are 
not as important to retail trade as 
these merchants think. We have dis- 
covered from exhaustive studies that 
three-fourths and more of downtown 
department store customers come in to 
the city by public transit . . . and only 
9 per cent by private automobile. Ban- 
ning curb parking would improve the 
flow of traffic and make it more con- 
venient for customers who travel by 
transit to get to the stores. 

I mention these fears on the part of 
some because they point up a de- 
ficiency. You can’t blame a business- 
man for objecting to a change which 
he thinks may harm his business, You 
can’t blame him for being wrong if no 
effort has been made to acquaint him 
with the truth and worth of a proposed 
change. 


I am convinced that one of the most 
effective ways in which we, of the 
transit industry, can help ourselves lies 
in making a greater effort to acquaint 
businessmen, city officials, civic 
groups, and others with the vital part 
which transit plays in solving traffic 
congestion. By so doing we would ob- 
tain their support in obtaining needed 
revenues, reduction in burdensome 
taxes, and other measures that would 


enable us to improve public transport, 
thereby helping further to solve the 
traffic congestion problem. 


The Road Ahead 


] HAVE covered merely the high spots 
of trends and significant develop- 
ments in the past twelve months. In 
summary, most transit companies are 
still confronted with increasing labor 
costs, fare problems, discriminatory 
taxes, and traffic congestion, combined 
with a continuing decline in transit 
riding. These are perennial problems 
of long standing, varying simply in 
degree ; some of them will confront us 
from time to time in the future. 

These facts may cause some to view 
the future prospects of the transit in- 
dustry with considerable alarm. While 
I fully realize the seriousness of the 
present situation on many transit 
properties, I still feel that the future 
of our industry is not so dark as it 
may appear, particularly if we take 
aggressive action in really coming to 
grips with these problems. We must 
take advantage of every opportunity 
and of every device at our disposal to 
keep public officials, business leaders, 
our employees, and the general public 
informed as to our problems and to 
explain how our problems, if left un- 
solved, adversely affect them. This 
step involves intelligence, hard work, 
and plenty of courage. The editorial 
appearing in the April, 1952, issue of 
Bus Transportation, entitled “But It 
Takes Guts,” states very effectively 
what I have in mind. I agree fully 
with that editorial and believe that 
transit management to be successful 
must take the aggressive stand which 
it so strongly recommends. 
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Material Controls for the 
Transit Business 


A review of the emergency controls setup of the DTA 
as it has been organized to take care of the material 
needs of the streetcar and bus operators. 


By tHE HONORABLE JAMES K. KNUDSON* 
ADMINISTRATOR, DEFENSE TRANSPORT ADMINISTRATION 


ECAUSE public transportation is 
one of the top defense tools, 


there was called into being two 

years ago an agency charged with the 
responsibility for the well-being of 
transportation as part of our defense 
mobilization effort. It was called the 
Defense Transport Administration. 
The DTA does not include in its field 
of responsibility all transportation. It 
is concerned with domestic transport 
on land whether by rail or highway, 
and by water on the Great Lakes and 
inland waterways—it has no responsi- 
bility for coastal or overseas shipping, 
or air transport. But it does have an 
additional responsibility in two non- 
transport activities allied with trans- 
portation: warehousing and storage, 
and the utilization of our coastal ports. 
The readers of this magazine are, 
of course, primarily concerned with 
DTA’s connection with the transit in- 





*For additional personal note, see “Pages 
with the Editors.” 


dustry. This part of the agency’s 
work is handled through the passen- 
ger operations branch of the DTA 
Street and Highway Transport Divi- 
sion. 

The general policy of the agency in 
relation to the transit industry is the 
same as that toward all transportation. 
It is fundamental DTA policy that its 
work is to be carried as far as possible 
on the basis of voluntary participation 
and co-operation of the industry and 
the public, rather than through gov- 
ernment orders or detailed regula- 
tions. This, of course, was the policy 
of the Office of Defense Transporta- 
tion, which had a similar task in World 
War II. It worked then and it is work- 
ing equally well now. 


ve works very closely with the 
Interstate Commerce Commis- 
sion. The DTA Administrator re- 
tains his position and continues active 
work as an Interstate Commerce Com- 
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missioner. The agency has its offices 
in the ICC building and uses many of 
its facilities. Its field work is done 
not through any regional or district 
offices of its own but through the field 
staff of the ICC Bureau of Motor 
Carriers for the street and highway 
transport division, and through the 
ICC Bureau of Service staff in con- 
nection with railroad operation. 

The requirements of the various 
branches of transportation naturally 
differ. The need for new equipment 
in the transit industry is not as press- 
ing as it is for railroads, particularly 
with regard to new freight cars. 

In connection with the transit in- 
dustry there are two DTA objectives : 
One is to see that during the present 
emergency period the transit industry 
serves its purpose in transporting 
people, particularly in areas of pri- 
mary defense mobilization ; the second 
is to assure readiness for a more in- 
tense emergency or an outright enemy 
attack culminating in all-out war. 

At present the transit industry is 
being aided through the DTA claimant 
agency function. Like other forms of 
transport, it must have a sufficient 
share of steel and other critical ma- 
terials to provide facilities for con- 
tinuous and effective operation. 


BD Rearriy its equipment and ma- 
terials division, the DTA has in 
each successive quarter presented 
claims to the Defense Production Ad- 
ministration for the number of inte- 
gral busses, trolley coaches, streetcars, 
and rapid transit cars required for 
regular operation and possible future 
emergency demands. In addition to 
the vehicles, there must also be suffi- 
cient materials made available for 
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other facilities, fuel, repairs parts, etc. 

The industry will have the aid of 
the DTA in obtaining adequate equip- 
ment and in keeping the plant operat- 
ing at maximum efficiency. From 
time to time, DTA officials have made 
suggestions about the conservation of 
equipment, and the agency is prepared 
to co-operate with the transit industry 
to advocate the best methods of keep- 
ing equipment in good running order. 
The agency has stand-by plans and 
programs for the prolongation of the 
effective life of vehicles, for the con- 
servation of fuel in time of shortage, 
for mileage saving when necessary 
through skip-stops, elimination of 
parallel routes or unnecessary services, 
and for full use of street railway lines 
in case of gasoline shortage. 

The DTA does not interfere with 
traffic in the transit industry, but it 
does have a responsibility for seeing 
to it that there be no interruption in 
the transportation of passengers to 
and from defense plants or to Army, 
Navy, and Air Force installations. 
This means that representatives of the 
DTA have kept a careful watch all 
over the country wherever strikes 
have broken out or have seemed likely. 
No official action has been taken in 
any such instance but DTA officials 
have been watching at danger spots 
and have taken part in some settlement 
consultations. 


= brings us to man power. The 
man-power division of DTA has 
worked with the street and highway 
transport division in backing an ap- 
prenticeship program for the transit 
industry and has been ready to take 
steps in case of a man-power shortage 
to have transit placed on the essential 
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MATERIAL CONTROLS FOR TRANSIT BUSINESS 


DTA objectives: One is to see that during the present 


q “In connection with the transit industry there are two 


emergency period the transit industry serves its purpose in 
transporting people, particularly in areas of primary defense 
mobilization; the second is to assure readiness for a more 
intense emergency or an outright enemy attack culminating 


in all-out war.” 


2 


activity list. The DTA realizes how 
important the transit industry would 
be in case of a greater emergency and 
it has from time to time published 
figures showing the importance of 
keeping an adequate supply of trained 
man power at work in the industry. 
Last year the various transit lines of 
the various types were employing 232,- 
000 persons to help carry more than 
16 billion passengers. These employees 
were divided into these age groups: 


5% are between nineteen and 
twenty-five years 

10% are between twenty-six and 
twenty-nine years 

15% are between thirty and thirty- 
five years 

70% are thirty-five years or over 


The comparatively small number of 
younger employees is noticeable. Nat- 
urally, these young men are being 
drained off into the armed forces; and 
in some parts of the country, into de- 
fense production industries. 

One reason why the DTA is 
especially interested in the man-power 
situation in the transit industry is that 
in case of a labor shortage not just 
anybody can be hired to operate a bus 
or trolley car. Practically all transit 
companies now insist on a definite 
course of training, including primary 
training under a company instructor— 
first in the classroom, and then on 
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actual trial runs. Then the trainee is 
allowed to drive a vehicle without pas- 
sengers over regular runs until he is 
qualified to handle a full car or bus. 
How long it takes to qualify, of 
course, depends upon the man. 


Gu of the factors that influence 

the supply of man power in the in- 
dustry are: (1) shorter hours and 
higher wages constantly drawing per- 
sonnel into defense production plants ; 
(2) the man-power shortage means a 
less capable supply of trainees who 
take longer to qualify, so that many 
lose patience and quit, making it neces- 
sary to train others; (3) new em- 
ployees get bored with working on fill- 
in jobs on the tail end of the seniority 
schedule, and quit; (4) many drivers 
find themselves unable to stand up un- 
der the constant strain of driving loads 
of human cargo through congested 
city traffic. 

The transit industry is, of course, 
very much in the mind of the street 
and highway transport division as it 
contemplates a civil defense program 
for the protection and emergency use 
of the transit facilities of our cities in 
case of attack or disaster. 

These, then, are some of the points 
of contact between the DTA and the 
transit industry. But DTA is by no 
means unaware that the transit indus- 
try is facing two emergencies. In 
SEPT. 25, 1952 
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common with all transportation, and 
with all industry, for that matter, it 
cannot think in terms of normal op- 
eration for some time to come. 


HERE has been a lack of the 

dramatic in this mobilization 
drive which tends to obscure its 
urgency. Things run along month 
after month and nothing seems to 
happen. Also, during the present sea- 
son, the country is preoccupied with a 
political campaign which tends to 
make us forget that we are engaged in 
a cold war on a world front. We are 
by no means near the end of the build- 
up period in readying our war machine 
for any eventuality. There has been 
no sign of any change in the Kremlin’s 
hostility toward our institutions or in 
its campaign of aggression against 
free peoples everywhere. The fact 
that military authorities do not expect 
an all-out world war in the near future 
must not induce complacency. The 
aggressors are only waiting oppor- 
tunities for more interference with the 
affairs of nations which are easy prey 
to communist intrigue because of 
political strife or economic weakness 
—in many cases both. The defense 
job is not over; a fact which we should 
not forget for a single day. 

Quite aside from the international 
emergency, the transit industry is 
going through an emergency period 
of its own which gives great concern 
to industry leaders. As the automobile 
continues to revolutionize land trans- 
portation, remake our cities, shift in- 
dustries and residential populations, 
the transit industry stands right in the 


middle of the changing tides. Of 
course, the bus has been very widely 
substituted—because of its greater 
flexibility—for the electric street rail- 
way car. The trolley car has prac- 
tically disappeared from the inter- 
urban field, although new modern cars 
furnish excellent service in a number 
of cities. But the point I want to em- 
phasize here is that the private auto- 
mobile obviously cannot take the place 
of urban mass transportation to carry 
commuters and shoppers. A 50-pas- 
senger bus will carry as many people 
—all seated—as 30 automobiles (with 
average occupancy), while occupying 
the street space required by only two 
automobiles. 


S° city fathers and city planners and 
transportation experts are all try- 
ing to restore these congested streets 
to their primary function as avenues 
of transportation. We have our park- 
ing meters and our fringe parking. We 
talk of staggered hours for business, 
of new pedestrian control measures, 
of new expressways, of compulsory 
garage facilities in new buildings, of 
rerouting of transportation lines, of 
better traffic signals and all sorts of 
controls and regulations. But the 
problem is still before us and is engag- 
ing the best brains of the transit in- 
dustry. One can offer no single solu- 
tion and, in fact, conditions vary so in 
different places that no such universal 
panacea can be offered. That is one 
more reason why Washington authori- 
ties should give a free rein to local con- 
trols and local initiative in the field of 
transportation. 
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What Price Local ‘Transit’s 
Future? 


A nationally known transportation executive who has moved 

from a life career in the private enterprise end of the business 

to head Chicago’s expanding public authority operations in 

the transit field, tells why he did so and what he hopes the 
authority can and will achieve. 


By RALPH BUDD* 
CHAIRMAN, CHICAGO TRANSIT AUTHORITY 


NE of the disturbing by- 
() products of this automotive 

age is its adverse effect upon 
local mass transportation. Transit 
properties everywhere in the nation, 
privately and publicly owned alike, are 
affected. 

Inflationary costs and loss of busi- 
ness have combined to create increas- 
ing financial difficulties, while the 
automobiles which are taking transit’s 
passengers are so congesting the 
streets as to prevent the streetcars and 
busses from keeping on schedule. Al- 
ready a few privately owned com- 
panies in smaller communities have 
been forced to cease operations. In 
some of these communities, streetcars 
and busses have disappeared from the 
scene. Other communities have been 
compelled to turn to public ownership 
as the only alternative to community 





*For additional personal note, see “Pages 
with the Editors.” 


life without mass transportation. In 
cities where subsidies are paid to keep 
fares below the cost of service, the 
amount of the subsidies has been in- 
creasing. 

A number of privately owned trans- 
it companies in our larger cities, 
where fares and services are subject 
to regulatory control by political 
agencies, are operating so close to the 
margin of financial safety that public 
ownership of one form or another is 
being considered. 

If we accept the premise that mass 
transit is a vital and essential local 
public service, then we must chart a 
course of action that will preserve and 
enhance its quality and value. 


oe was a time, within the 
memory of many of us, when 
local transit was a thriving monopoly 
which could and did pay large amounts 
to cities for the franchise privilege. 
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In a relatively few years the private 
automobile has stripped it of this en- 
viable status. 

Today, local transit’s grim fight 
against competition from the private 
automobile is intensified by higher 
wages and other costs arising from in- 
flation. Paradoxical as it may seem, 
inflation has brought increased own- 
ership and increased use of automo- 
biles. 

Unlike those public utilities which 
have a steadily expanding volume of 
business to cushion or absorb higher 
wages and higher costs of materials, 
transit must meet the same increases 
in costs with a steadily diminishing 
volume of traffic. Neither can transit 
cut costs to the extent some public 
service utilities can, by resorting to ex- 
tensive mechanization. Local transit 
is a face-to-face, personal contact busi- 
ness. There is not the remotest possi- 
bility of mechanical gadgets doing the 
job of motormen, conductors, and bus 
drivers. This personal element in our 
industry—indispensable man power— 
accounts for 65 per cent to 70 per cent 
of our operating costs. 

Aside from operating economies, 
such as adjusting schedules to chang- 
ing riding habits, and the use of mod- 
ern equipment, facilities, and methods, 
local transit generally is confined to a 
single means ; viz., increasing fares to 
meet the rising costs due to competi- 
tion and inflation. This must be done 
to survive, although the inevitable 
effect of higher fares is further to re- 
duce riding. 


| geen of fare increases, even 
when it is crystal clear that rev- 
enues are far below the amounts re- 
quired to meet operating costs and 


contractual obligations, has forced 
many local transit companies to op- 
erate on a deficit basis. It is axiomatic 
that deficit operations cannot continue 
indefinitely. The end is bankruptcy 
and finally reorganization at the ex- 
pense of the original security holders, 
or a resort to public ownership. In the 
meantime the property is certain to 
have deteriorated and with poorer 
physical condition the quality of serv- 
ice is sure to suffer until the obso- 
lescence can be overcome by replacing 
the old units. 

Why local transit, more than any 
other public utility, should be subject- 
ed to this peculiar philosophy of rate 
control is one of the strange facets of 
our industry. It is, of course, easy to 
understand that car riders do not want 
fares to be raised, but every fare in- 
crease is vigorously opposed by other 
segments of the population. Labor 
and material costs may soar, as they 
have in recent years, but, in the em- 
phatic opinion of these groups, there 
is neither justice nor equity in advanc- 
ing local transit fares to meet the in- 
creased costs of operation. 


| remy this peculiar philosophy 
stems from the fact that since the 
early days of local transit, the industry 
has been the favorite “whipping boy” 
for certain types of politicians. This 
background may explain a public atti- 
tude, all too widespread, that local 
transit, by some secret magic, ought to 
be able to meet increased operating 
costs without increasing fares. 
Application of this philosophy has 
been of immediate financial benefit to 
local transit riders in many instances. 
It has permitted them to enjoy low 
fares, sometimes for years, subsidized, 
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WHAT PRICE LOCAL TRANSIT’S FUTURE? 


at the expense of transit security hold- 
ers, but the direct financial benefit to 
the riders has been overshadowed by 
the tremendous harm that has been 
done to the carrier, and finally to the 
riders themselves. 


— capital, so indispensable for 
the successful operation of all 
transit companies except those sup- 
ported by tax revenues, has become 
more and more reluctant to invest in 
local transit operations. 

The simple truth is that the cost of 
providing service must be paid, some 
way, somehow. Either all of the cost 
has to be borne by the users, or it has 
to be divided in some fashion between 
the users and the taxpayers. Transit 
properties cannot for long operate for 
less than cost. 

Chicago is the second city in size in 
the United States and a brief histori- 
cal review of its transit problems may 
be illustrative of such problems gen- 
erally. 

Operation of Chicago’s local transit 
facilities, and their regulation, may be 
divided into three separate, distinct 
periods. Initially, regulatory control 
was exercised by the city council 
through the enactment of special or- 
dinances. Having become discredited, 
city control ended in 1913 when state 
control, under a newly created regu- 
latory commission, was established by 


7 


legislative action. For a few years, 
the city’s two major local transit sys- 
tems prospered under state regulation, 
but this healthy situation was of short 
duration. In little more than fifteen 
years, the city’s two major local trans- 
it systems were involved in receiver- 
ship or bankruptcy. On October 1, 
1947, Chicago turned from private 
ownership to self-regulating public 
ownership as a last resort in solving 
its local transit problems. 


| girgrem the successive failures 
of the regulatory bodies may be 
more flagrant in Chicago’s case, and 
the effects more disastrous than most, 
Chicago nevertheless affords a good 
example of what befalls local transit 
when an agency, having neither the 
obligations nor responsibilities of 
management, exercises arbitrary pow- 
ers with little or no regard for eco- 
nomic facts or economic conditions. 

When state regulatory control end- 
ed, both the surface lines and the rapid 
transit lines which now constitute Chi- 
cago Transit Authority’s system had 
been in bankruptcy or receivership for 
almost a score of years, establishing a 
record in this area for such litigation. 
During this protracted period of re- 
ceivership, new capital ceased to flow 
into the two properties. Not a single 
circumstance existed that was attrac- 
tive to the investor. 


to create increasing financial difficulties, while the auto- 


q “INFLATIONARY costs and loss of business have combined 


mobiles which are taking transit’s passengers are so con- 
gesting the streets as to prevent the streetcars and busses 
from keeping on schedule. Already a few privately owned 
companies in smaller communities have been forced to 


cease operations.” 
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Vigorous efforts had been and were 
being made by the managements of 
the two systems to obtain rate in- 
creases, but only inadequate increases 
were granted and those only after 
deficits had accumulated to such large 
amounts that there was slight financial 
benefit. In fact, the last fare increase 
obtained by the Rapid Transit Com- 
pany was delayed for approximately 
two years, and then was obtained only 
by resort to court action. 

The properties themselves had 
been steadily deteriorating. Suffi- 
cient funds were not available for re- 
placement of outmoded cars and 
busses, remodeling of other facilities, 
or for betterments and extensions of 
service. Meanwhile, franchise ordi- 
nances with the city of Chicago had 
expired and neither system had un- 
challengeable legal rights to operate in 
the city streets. These factors taken 
together spelled financial ruin. 


S™ separate, prolonged but futile 
efforts were made to reorganize 
the surface and rapid transit systems 
as private operations. These efforts 
had the vigorous support of city offi- 
cials, and of business, industrial, and 
financial leaders. But private capital 
simply could not be induced to rescue 
the two systems from receivership and 
bankruptcy, either separately as new 
companies, or as a single new system. 

Two courses were open in the pub- 
lic ownership approach to the problem 
of preserving the city’s two major 
local transit systems after private 
capital had turned thumbs down on 
reorganization—one, a service-at-cost 
operation, and the other an operation 
subsidized by taxes to make up deficits 
from below-cost rates of fare. The 
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first plan was adopted and made effec- 
tive through the authority type of op- 
eration. The CTA is specifically de- 
prived of the power to tax. It was con- 
ceived and jointly sponsored and 
recommended by civic and business 
leaders; and enabling legislation was 
passed by the legislature and approved 
by a large majority of the electors who 
participated in a referendum on the 
Metropolitan Transit Authority Act 
and a Chicago franchise ordinance. 

Chicago Transit Authority provides 
service at cost but the fares of the rid- 
ers must pay all operating and other 
charges. Being a public agency, the 
authority is exempt from taxation. 
This would amount to approximately 
$4,000,000 a year, or about 34 per 
cent of the current revenues of the 
authority. 


HE Metropolitan Transit Author- 

ity Act, which created Chicago 
Transit Authority, made it a self- 
regulating, municipal corporation, 
separate and apart from other govern- 
mental agencies, Federal, state, and 
local. Chicago Transit Board admin- 
isters the affairs of the authority. The 
board consists of seven members, four 
appointed by the mayor of Chicago, 
with the consent of the city council 
and approved by the governor of IIli- 
nois, and three appointed by the gov- 
ernor with the consent of the senate 
and approved by the mayor. 

A section of the act expressly re- 
quires the board to fix rates, fares, 
and charges sufficient in the aggregate 
to pay all operating expenses, to serv- 
ice and retire revenue bond debt and 
equipment trust certificates, to provide 
for depreciation, and to pay the city 
and the Park District of Chicago for 
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Public Support for Transit Needed 


66 ALONG with public financing for costly extensions and improve- 

ments, local transit desperately needs—and merits, too—a 
co-operative attitude on the part of public officials, civic leaders and 
civic groups, business and industry, and the public generally. Proper 
recognition of local transit’s indispensable réle in community life is 
vital to the welfare of every large community. Relief from burden- 
some imposts such as city compensation, taxes, licenses, and fees should 
be a part of the new attitude toward the public carriers on the streets 

in preference to direct subsidy of deficits.” 





the use of their streets and other facili- 
ties, including the city-owned sub- 
ways. 

Chicago Transit Authority’s opera- 
tion and financial structure preserve 
the vital principle of private enter- 
prise in that the authority must be 
self-supporting. Its administrative 
setup is similar to a private organiza- 
tion, inasmuch as power to determine 
policy and direct operations is vested 
solely in the management. 

Management-customer relationship 
in Chicago Transit Authority is more 
direct than in other public utility op- 
erations, local transit included, whose 
managements are not vested with 
regulatory powers over service and 
charges. CTA management cannot 
avoid increasing rates of fare when 
necessary to meet all of the costs of 
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operation, to provide modern service, 
and to maintain the authority’s finan- 
cial stability and credit. Neither can 
it avoid the responsibility and duty of 
determining when fare adjustments 
are required, and by what amounts. 
These factors are the same powerful 
incentives that impel private manage- 
ments to operate their properties effi- 
ciently. 


|W ier I became chairman of the 
Chicago Transit Board three 
years ago, my entire working life had 
been spent in private industry. I be- 
lieve wholeheartedly in the private en- 
terprise system. It has made the 
United States the most powerful, 
most progressive, and wealthiest na- 
tion in the world; it has given the 
American people a standard of living 
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that is unmatched anywhere. But re- 
gardless of any convictions concern- 
ing private ownership, Chicago’s local 
transit problems are no longer a ques- 
tion of private ownership versus pub- 
lic ownership. That question was re- 
solved before I became a member of 
the Chicago Transit Board. It really 
came about through a failure on the 
part of public regulatory bodies, over 
nearly twenty years, to let CTA’s 
predecessor companies earn enough 
to keep abreast of progress or even 
to adequately maintain their proper- 
ties. 

There is no provision in the Chi- 
cago Transit Authority plan for sep- 
arate financing of experimental 
routes; neither is favoritism permit- 
ted. The advantages of these restric- 
tions, in my opinion, are far greater 
than the disadvantages. The Chicago 
Transit Authority must provide serv- 
ice reflecting actual needs, as deter- 
mined by the authority itself, not by 
other agencies or groups who have no 
responsibilities for efficient manage- 
ment of the authority’s properties. 

As a solution for the ills of the lo- 
cal transit industry in the United 
States, there has been proposed a so- 
called “contractual alternative” to 
public ownership. Under this plan, the 
local transit property would be pub- 
licly owned, but privately managed on 
a fee basis. Profitable lines would be 
segregated from the intermediate and 
unprofitable lines, and placed in a spe- 
cial category, with fares and service 
subsidized to the extent that the mu- 
nicipality shall deem justifiable and 
proper in the public interest. 


i seems to me that the contractual 
alternative plan of public owner- 


ship has fewer incentives to efficient 
management and good service than 
does the authority plan as exemplified 
in Chicago. Actually the contractual 
plan appears to be a form of cost-plus 
operation, handicapped by much the 
same pressures that have plagued 
private operations, with no penalties 
being imposed for inefficiency or mis- 
management. 

Chicago Transit Authority soon 
will complete five years of ownership 
and operation of the city’s two major 
local transit systems. At the outset it 
was confronted with a sizable backlog 
of deferred maintenance, and a tre- 
mendous backlog of obsolescence. 
Most of the cars it acquired were forty 
years old and some were fifty. A spe- 
cial condition imposed upon it was the 
necessity of carrying the rapid transit 
system, long a losing operation, as 
well as operating the two city-owned 
rapid transit subways. Rapid transit, 
whether in subway or on elevated 
steel viaduct, is inherently an expen- 
sive operation. 

To date the Chicago Transit Au- 
thority has spent more than $70,000,- 
000 for modern cars, busses, and 
other facilities. A total of 2,815 mod- 
ern cars and busses have been pur- 
chased and placed in service. Orders 
are about to be placed for 300 new 
“L”-subway cars and 100 new busses. 
When these additional units have 
been received, the authority will need 
only 200 more “L”-subway cars and 
250 busses to complete the moderni- 
zation of its rolling stock. 


Ww the new equipment, service 
has been improved, particularly 
on the rapid transit system. The for- 
mer practice of intermingling express 
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and local trains has been discontinued, 
and only alternate stop express trains 
are operated during the hours of 
heaviest travel on the major routes. 
Shops and shop facilities and tools 
have been extensively modernized, 
and two large modern bus garages 
have been constructed. The offices 
which were scattered over a wide area 
in five locations are being brought to- 
gether on one floor of the Merchan- 
dise Mart. The saving in rent amounts 
to about $140,000 a year; besides, 
more effective administration is pro- 


vided. Departments have been con-. 


solidated, and operating economies in- 
troduced wherever possible. 


I* the financial phases of the opera- 
tion, there have also been gratify- 
ing accomplishments. In a period of 
generally rising wage and material 
costs, the authority has absorbed in- 
creased operating costs amounting to 
$30,000,000 annually and has made 
substantial reductions in operation 
and maintenance expenses from $105,- 
495,146 in 1949 to $99,285,777 for 
the twelve months ended July 31, 
1952. 

For this last 12-month period, the 
authority earned and had available 
$14,768,842 for interest and debt 
service. The cost of these services to- 
taled $5,183,583. 

Its financial position and credit 
standing is now such that the au- 
thority is preparing to issue and offer 


for sale at competitive bidding $20,- 
000,000 of parity revenue bonds to fi- 
nance the purchase of the Chicago 
Motor Coach Company, and to finance 
additional improvements in CTA fa- 
cilities. 


| oes of the Chicago Motor 
Coach Company will complete the 
unification of Chicago’s local transit 
facilities, thus achieving an objec- 
tive that Chicagoans have been seek- 
ing for more than fifty years. Prin- 
cipally a boulevard system, the private- 
ly owned motor coach company is the 
only local transit company operating 
exclusively in Chicago that is not part 
of the CTA system. Its passenger vol- 
ume is about one-tenth that of CTA. 
Acquisition of Chicago Motor Coach 
by CTA was specifically authorized by 
the Metropolitan Transit Authority 
Act and the franchise ordinance with 
the city. The Chicago Motor Coach 
prospered while the old surface lines 
and the “L” were forced into receiv- 
ership and bankruptcy through inade- 
quate rates. It will bring to CTA fi- 
nancial strength that CTA’s predeces- 
sor companies had lacked for many 
years. 

With unification an actuality, the 
authority will fulfill one of the major 
purposes for its establishment. There 
is every reason to believe that through 
unification first-rate, up-to-date serv- 
ice can be maintained at a substantial 
economy for the users of the service, 


e 


panies in our larger cities, excepting only tax-subsidized 


q “One of the major problems confronting local transit com- 


operations, is the tendency to give more consideration to 
transportation by private automobile than to transportation 


by local transit facilities.” 
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and economy in the means of enabling 
people to move about the city in pur- 
suit of the affairs and activities of 
community living. 

One of the major problems con- 
fronting local transit companies in 
our larger cities, excepting only tax- 
subsidized operations, is the tendency 
to give more consideration to trans- 
portation by private automobile than 
to transportation by local transit fa- 
cilities. The long-standing prejudice 
against spending anything to aid mass 
transportation will have to give way 
if rapid transit lines are to be extend- 
ed or improved in a manner compar- 
able with the advantages afforded the 
private automobile through the build- 
ing of grade-separated superhigh- 
ways. 


t Rew private automobile is a rela- 
tively inefficient user of street 
space. On an average, there are less 
than two passengers in each private 
automobile. One modern bus, how- 
ever, will carry, comfortably seated, 
as many passengers as 29 automobiles 
at their average loading, and, accord- 
ing to traffic experts, requires only 
one-twelfth the street space. 

Adding to transit’s woes is the fact 
that superhighways and automobiles 
have tremendously stepped up the rate 
of decentralization. 

In my opinion, it would be less 
costly, and more beneficial to metro- 
politan centers, to meet the challenge 
of the automotive age by revamping 
and revising our local transit facili- 
ties to place the emphasis on off-the- 
street rapid transit service. 

This approach would call for pub- 
licly financed off-the-street rapid 
transit facilities, such as subways and 


elevated structures for rapid transit 
trains; streetcar and bus subways in 
areas of dense surface traffic; rapid 
transit facilities in expressways and 
superhighways; and _ off-the-street 
parking lots, combined, where proper, 
with local transit service. 

In Chicago, the precedent for pub- 
licly financed extensions of rapid 
transit facilities has been set in the 
two city-owned subways now being 
operated by the CTA. These facilities 
were constructed by the city and the 
Federal Public Works Agency. 

Another outstanding example of a 
publicly financed rapid transit im- 
provement is the high-speed rail fa- 
cility being provided in the median 
strip of the Congress street super- 
highway in Chicago, and its proposed 
extension beyond the city limits. 

Here an elevated steel structure will 
be eliminated and for about eleven 
miles it is proposed to have a de- 
pressed median strip for high-speed 
railway tracks. In such an instance, 
much more can be accomplished with 
a given expenditure by providing for 
mass transit along with automobiles 
than to spend all of the money to en- 
courage people to use their automo- 
biles. This project is being constructed 
jointly by the city of Chicago, Cook 
county, the state of Illinois, and the 
Federal government. 


Fyne with public financing for 
costly extensions and improve- 
ments, local transit desperately needs 
—and merits, too—a co-operative at- 
titude on the part of public officials, 
civic leaders and civic groups, busi- 
ness and industry, and the public gen- 
erally. Proper recognition of local 
transit’s indispensable role in com- 
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WHAT PRICE LOCAL TRANSIT’S FUTURE? 


munity life is vital to the welfare of 
every large community. Relief from 
burdensome imposts such as city com- 
pensation, taxes, licenses, and fees 
should be a part of the new attitude 
toward the public carriers on the 
streets in preference to direct subsidy 
of deficits. 


N immediate improvement in mass 
transit in our large cities can be 
achieved by clearing city streets of 
traffic congestion. Effective street traf- 
fic regulations are absolutely essential 
to efficient, convenient, and attractive 
local transit service. Moving people 
and vehicles, not storing vehicles, on 
city streets, should be the objective of 
traffic regulations. Parking should be 
restricted on mass transit streets. Off- 
street parking lots for private auto- 
mobiles, off-street truck loading and 
unloading facilities, off-street transit 
terminals and parking lots, off-street 
parking and call stations for taxicabs, 
and a comprehensive system of one- 
way streets should be a part of the 
program. 
Fortunately, in Chicago co-opera- 
tive action is under way, with public 


officials and civic leaders working to- 
gether, in a vigorous program to free 
our streets from traffic congestion, and 
to provide off-the-street automobile 
parking facilities in the central busi- 
ness district and neighborhood busi- 
ness centers. A one-way street system 
has also been established, and prom- 
ises to be enlarged soon. Parking re- 
strictions have been tightened, and 
enforcement has been stepped up. 


“HICAGO is also fortunate in that 
the precedent and pattern for 
publicly financed off-the-street exten- 
sions of rapid transit facilities has 
been established by the two city- 
owned, CTA-operated, subways, and 
the subway extension now being built 
by the city in the median strip of the 
Congress street superhighway, which 
itself is the joint project of city, coun- 
ty, state, and Federal agencies. 
On the basis of its performance of 
a vital community service, and the 
virtually inestimable value of the 
service to every large community, lo- 
cal transit merits in expanding degree 
this kind of public understanding and 
public co-operation. 





Transit Deficits Everywhere 


ve HE British socialized their national transport system shortly after 
Chicago socialized its streetcars. The British Transport Commis- 
sion has just come up with another deficit, one of an uninterrupted series 
since it took over. It blames this one on the failure of rate-making au- 
thorities to increase charges fast enough to keep pace with increased 


wages and other costs. 


“Comments the MANCHESTER GUARDIAN: 

“It may seem the plainest of common sense that the easiest way to 
show a bright balance sheet is to have the power to dip into the traveling 
public’s pocket. This is not exactly what the public expected of nationalt- 


zation.’ 


“However, it’s what it seems to get, whether in England or Chicago.” 
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Is Public Ownership the Answer 
To Urban Transit? 


Public ownership—far from being a cure—is like 

dope being administered to a sick patient, because 

it fails to solve or even come to actual grips with the 
industry’s main operating problems of today. 


By R. GILMAN SMITH* 


UCH has been written recently 
to the effect that private en- 
terprise in transit cannot suc- 

ceed and that some form of public 
ownership is essential if our cities are 
to continue to have mass transporta- 
tion facilities. As a background for a 
discussion of the relative effectiveness 
of these two types of ownership, let us 
review briefly some of the more im- 
portant factors which are the basic 
causes of transit’s present and con- 
tinuing economic problems. 


Increased Costs and Declining Traffic 


. , obviously, has suffered 
from the continuous and rapid in- 
creases in costs, particularly wage 
rates. Labor costs per vehicle hour 





*For personal note, see “Pages with the 
Editors.” 


have risen more rapidly than basic 
hourly rates of pay because of changed 
working conditions, increased pension 
and vacation provisions, and other 
fringe benefits. Similar changes have 
of course occurred in the labor costs 
of other utilities, but the economic im- 
pact has been less severe because pay- 
rolls are only a fraction of the 75 per 
cent of total expenses represented by 
transit labor costs. 

At the same time, ever since the end 
of the last war, transit operations al- 
most without exception have experi- 
enced a declining volume of business, 
while other utilities have enjoyed sub- 
stantial and continuous increases. As 
stated succinctly by the Massachusetts 
Department of Public Utilities in its 
July 30, 1952, decision in the Eastern 
Massachusetts Street Railway fare 
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IS PUBLIC OWNERSHIP THE ANSWER TO URBAN TRANSIT? 


case, transit “is a helpless victim of 
the familiar (to us) squeeze between 
falling patronage and increasing ex- 
penses.” 

Transit, together with other utili- 
ties and other industry in general, 
must attempt to survive in the face of 
the basic economic trends which are 
nation wide. Because of the nature of 
its business, however, and the peculiar 
climate in which it operates, transit is 
handicapped in this universal battle 
for survival. Not only the volume of 
patronage but many important phases 
of transit operation—and therefore of 
transit costs—are influenced or defi- 
nitely determined by factors over 
which transit managements have lit- 
tle, if any, control. 


No Service Charges 


NLIKE other utilities, transit has 

no permanent physical connec- 

tion with its customers. The potential 
users of transit service are the entire 
population of the area served plus any 
transients happening to be around 
from time to time, but they pay no 
minimum monthly bill for the avail- 
ability of the service. The nearest ap- 
proach to this is on the few systems 
using some form of pass or permit. In 
nearly all cases these prepayments in 
advance of actual use represent either 
the whole or a part of the fare for use 
of the service for only one week and 
the purchases of these fare devices by 
prospective users is purely voluntary. 
Transit service is, therefore, op- 
erated on predetermined schedules in 
the hope that people will ride. The 
schedules are based on the average 
expectancy of riding. To the extent 
that such average expectancy does not 
materialize, the service is unused and 
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the transit system gets no revenue to 
reimburse it for the costs which have 
been incurred. There is no salvage 
value to unused transit service. 

This peculiarity of transit leaves its 
potential customers free to use com- 
petitive methods of transportation— 
walking, private automobiles, taxicabs 
—and transit holds the bag. A certain 
number of these potential customers 
have deserted transit as rates of fare 
have been increased, but this loss is at 
a decreasing rate as fares move into 
the higher brackets. 


Automobile Competition 


HE major cause of the continuing 
loss of transit patronage is the 
private automobile. Since 1945 pas- 
senger car registrations in the United 
States have increased over 60 per cent 
and urban transit passengers have de- 
clined over 30 per cent. The greatly 
increased use of the automobile by 
commuters and shoppers has been in- 
duced by the real or imagined greater 
convenience or lessened travel time as 
compared with transit, as there cer- 
tainly is no economic saving if all driv- 
ing and parking costs are considered. 
This urge prompting more and 
more individuals to drive themselves 
to work or business is aided and 
abetted by the municipalities and 
other governmental agencies which 
annually spend millions of dollars for 
improved access highways and other 
traffic facility improvements, most of 
which give little if any aid in improv- 
ing urban transit service or reducing 
its costs of operation. Instead the ad- 
ditional induced use of automobiles 
increases traffic congestion—particu- 
larly on business area streets already 
overloaded with vehicles attempting 
SEPT. 25, 1952 
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to move and reduced in usefulness by 
parked vehicles. This subsidized com- 
petition makes transit service more ex- 
pensive to operate and less satisfactory 
to the general public, with further ad- 
verse effects on the number of transit 
riders. 

One major contributing cause of 
business area congestion is the loca- 
tion of off-street parking facilities 
without proper consideration of street 
capacities and the failure to regulate 
these facilities as to type of use. 


Efficiency Roadblocks 


HE major item of transit service 

cost is the wages of operators and 
the aggregate wage bill is determined 
primarily by the vehicle miles operated 
and the over-all average speed. On 
most systems today a vehicle hour of 
operation represents about three dol- 
lars in operators’ wages and related 
benefits with one-man operation. It is 
essential, therefore, that transit serv- 
ice be geared as closely as possible to 
the average expected volume of traffic. 
Here again transit is often the helpless 
victim. 

Selfish and unreasonable public or 
political pressures, and occasionally 
pressure from labor, prevent more effi- 
cient operation. Increased efficiency 
and better service can frequently be 
secured by the rearrangement of in- 
efficiently located routes and by cur- 
tailing service on a time-table basis to 
the traffic requirements on outlying 


e 


routes. Miles and hours of service 
wasted on the outer ends of routes or 
on improperly located routes would 
be of more value to the general public 
and the system if utilized on portions 
of routes serving the more heavily 
populated portions of the area. While 
experiments have indicated that the 
volume of transit traffic cannot be ma- 
terially increased by increasing the 
frequency of service, it is only good 
business judgment to maintain the best 
possible service in the areas where the 
greatest traffic potentialities exist. All 
too frequently transit is not permitted 
to place in effect the dictates of good 
judgment. 

Similar public and political pres- 
sures are used to prevent the elimina- 
tion of unnecessary bus or car stops, 
to prevent the designation of adequate 
curb lengths for bus loading zones, and 
to hamstring the successful operation 
of express service. 


Special Privilege Taxes 


HE matters so far discussed have 

been largely operational. All of 
them, however, are important from 
the standpoint of providing the best 
possible service at minimum cost. This 
is the essential criterion for the con- 
tinued economic solvency of any com- 
petitive business. 

In addition, transit is faced with 
certain other costs bearing no relation 
to operations, but with respect to 
which it is again the helpless victim. 


age is the private automobile. Since 1945 passenger car 


q “THE major cause of the continuing loss of transit patron- 


registrations in the United States have increased over 60 
per cent and urban transit passengers have declined over 


30 per cent.” 
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It is an all too common practice to 
assess against transit so-called fran- 
chise or other special taxes. These are 
purely revenue-producing devices for 
municipalities, frequently providing 
funds for highway and other facilities 
which induce more passengers to de- 
sert transit. Some of these facilities 
would be unnecessary and related 
municipal expenses would be reduced 
if the use of transit could be increased. 

While transit vehicles are looked on 
by some as a nuisance on the public 
streets, they are the most efficient users 
of street space. They do not cause the 
traffic congestion which is producing 
serious economic problems in all urban 
centers. Municipalities should, there- 
fore, make every effort to increase the 
use of transit in order to alleviate the 
traffic problem. 

It is proper that all business enter- 
prises should contribute through taxes 
their fair share of governmental ex- 
penses. Such taxes, however, should 
be distributed so as to be nondis- 
criminatory as between competitive 
products or services and not impose on 
essential services cost burdens which 
limit or discourage the use of such 
services to the detriment of the wel- 
fare, health, and economic life of the 
community. Franchise and other 
special license fees have this impact on 
transit. 


Delayed Fare Adjustments 


5 furnish adequate service, prop- 
erly maintain its equipment, and 
keep such equipment modern by re- 
placements as necessary, transit must 
have revenues sufficient to cover all 
operating costs and provide a remain- 
ing balance adequate to maintain its 
credit. Even with maximum efficiency 


of operation, rates of fare have had to 
be increased to offset rising labor and 
material costs. In this respect transit 
is no different from other businesses, 
and in general the prices of other con- 
sumers’ goods and services have in- 
creased more rapidly than transit 
fares. 

The principal exception to this 
trend, and often quoted as an argu- 
ment against an increase in transit 
fares, is electric utility service. With a 
continually expanding volume of busi- 
ness, a relatively low labor component 
in expenses and certain operating 
economies inherent in an increasing 
service use per customer, electric util- 
ity rates have had a history of sta- 
bility or even decline in the face of in- 
creases in general price levels. Even 
with all of these advantages, however, 
the current tendency in basic electric 
rates is upward. 


is difficult and usually impossible 
to postpone the effect on expenses 
of a wage increase, and operating 
costs cannot be reduced proportion- 
ately when traffic volume declines. Un- 
fortunately, transit systems generally 
have not been able to secure regula- 
tory approval of the necessary fare 
increases with sufficient promptness to 
avoid recurring periods of depressed 
net income or deficit operations. Here 
again public and political pressures are 
usually present and frequently seem 
to carry more weight than the self- 
evident economic and financial plight 
of the transit system. The result is 
months of delay before any relief is 
granted, and then frequently such re- 
lief is in lesser amount than required. 

Transit managements are not so 
shortsighted as to have any desire to 
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Making Ends Meet in the Transit Business 


. di i furnish adequate service, properly maintain its equipment, and 

keep such equipment modern by replacements as necessary, 

transit must have revenues sufficient to cover all operating costs and 

provide a remaining balance adequate to maintain its credit. Even with 

maximum efficiency of operation, rates of fare have had to be increased 
to offset rising labor and material costs.” 





charge fares higher than those neces- 
sary to protect the financial integrity 
of their systems. Regulatory bodies, 
with their dual responsibility to pro- 
tect the utility as well as the customer, 
have the power to reduce rates when- 
ever they should prove to be excessive. 
In some jurisdictions new rates, if not 
suspended, can be placed in effect 
promptly after filing and justified later 
by hearings at which is available the 
benefit of the actual effect of such 
rates. There is, therefore, no reason 
why long periods of inadequate earn- 
ings, which cannot be recouped from 
future operations, should have to be 
experienced with the unavoidable re- 
sult that credit is impaired and service 
deteriorates. 


Does Type of Ownership Solve These 
Problems? 


Me” of these operational prob- 
lems of transit which have been 
reviewed are inherent in the industry 


itself, because of the peculiarities of 
transit service, and will exist whether 
the ownership of the system is private 
or public. The extent of the impact of 
many of these problems on any given 
system is dependent on local condi- 
tions—such as automobile ownership 
per capita, population density and 
characteristics, topography and street 
layout of the area served, and the over- 
all size of the operation. There are 
localities in which these conditions are 
such as to make transit operation less 
difficult and less expensive than in 
other localities, or such as to produce 
a relatively greater use of transit. On 
the other hand, in other localities these 
conditions may be adverse to economi- 
cal transit operation or conducive to 
more automobile commuting. 

The major transit headache—pri- 
vate automobile competition and the 
resulting traffic congestion and park- 
ing problems—is also the major head- 
ache of every community, but is more 
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accentuated in some than in others. 
Curing or even alleviating this head- 
ache requires planning and action in- 
itiated on the part of the municipality, 
together with co-operation by the pub- 
lic as well as transit. Both publicly 
owned and privately owned transit 
have a continual struggle to secure 
and maintain even the most essential 
minimum of consideration in such 
matters as adequate curb loading 
space, restrictions of on-street park- 
ing, traffic light timing, and general 
traffic regulation and control. It is 
axiomatic that transit, irrespective of 
type of ownership, would co-operate 
on any sound and constructive pro- 
gram looking toward the solution of 
the traffic and parking problem. 


ane, one finds all gradations 
of over-all operating efficiency on 
both sides of the fence. Competent ex- 
ecutives and their staffs seem to be 
able to do as good a job under public 
ownership as under private, provided 
the setup is free from political inter- 
ference. 

Publicly owned transit does, of 
course, have one definite financial ad- 
vantage; namely, freedom from in- 
come taxes. This simply means, how- 
ever, that the citizens and other busi- 
nesses of the community and else- 
where have to make up the difference. 
The same is true of general local taxes 
and special privilege taxes in so far as 
a publicly owned system may be re- 
lieved from them. From the standpoint 
of over-all community benefit, there is 
as much logic and economic reason 
for relieving privately owned transit 
from all or a portion of such taxes as 
there is in removing them from a pub- 
lic operation. The burdening of trans- 


it with costs not directly incident to 
operations or taxes serves to decrease 
the usefulness of transit as a mass 
transportation agency, to induce a 
greater private automobile use, and to 
increase the governmental expendi- 
tures necessary for expediting the free 
flow of all traffic in the community. 


wi transit is to be self-supporting, the 
problem of adequate fares has to 
be met, irrespective of type of own- 
ership. Current levels of fares in our 
major cities seem to leave little choice 
in this matter as between the two 
types of ownership. Whether the pub- 
licly owned system can make the neces- 
sary fare adjustments promptly de- 
pends on the type of ownership and 
the powers vested therein. Certain of 
such systems have the obligation to 
maintain revenues sufficient to meet all 
charges. There is no reason why 
regulatory procedures could not be 
adjusted to produce equally prompt 
results for privately owned transit. 

Neither type of ownership has 
been able as yet to make much progress 
in overcoming managerial reluctance 
and the opposition of shortsighted 
business interests toward the develop- 
ment of a fare structure where the 
rates of fare bear at least some rela- 
tionship to the length of ride taken by 
the passengers. 


The Future? 


|. apne costs and declining traffic, 
combined with some of the ad- 
verse local factors discussed above, 
already have forced certain urban 
transit operations to suspend and cer- 
tain others are ready to give up the 
fight. So far the number of systems 
are few where the ills of transit have 
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been fatal or appear to be incurable. 
On the other hand, there still are 
numerous communities throughout 
the country in which the transit opera- 
tions, because of more favorable com- 
binations of local factors, aided in 
some cases by a more favorable cus- 
tomer-transit climate, seem destined 
for many years of operation with rea- 
sonable economic sstability. This 
group comprises both private and pub- 
lic operations. 

If the spiral of rising costs continues 
and if no effective way is found to in- 
crease the use of transit, it will become 
increasingly difficult and in some 
cases impossible to maintain solvent 
operation without raising fares and re- 
ducing service to levels which will 
place transit service both financially 
and physically beyond the reach of a 
large portion of the area population. 
If transit service is essential to a com- 
munity as an asset and is to continue 
to provide the reasonable service and 
rates of fare which that premise con- 
templates, some way must be found 
either to implement transit revenues 
or effect reductions in transit expense 
which cannot now be accomplished 
by management. The timing of the 
arrival of this emergency situation in 
any community will depend on the 
combined impact of the local factors 
heretofore discussed, but for certain 


7 


systems—both private and public— 
may not be too far in the future. 


| geen ownership transfers income 
tax costs to other taxpayers. How 
substantial and enduring is this in- 
direct subsidy? To provide for a re- 
turn on borrowed or equity capital and 
a cash throw-off from earnings as an 
implement to depreciation funds for 
equipment replacements in a period of 
rising costs, a transit operation should 
have an operating ratio, after depre- 
ciation and all taxes including income 
taxes, of around 90 per cent. With 
such earnings and no interest charges, 
the income taxes included as costs of 
operation would be from 10 per cent 
to 12 per cent of gross revenues. In- 
come tax requirements would, of 
course, be reduced and require a small- 
er percentage of gross if interest 
charges were present. Transfer of 
such an enterprise to public ownership 
would remove income taxes from op- 
erating costs and permit a reduction 
in fares or improvement in service, 
provided the income tax savings were 
not required to provide adequate debt 
service coverage on the acquisition 
cost financing. However, the urge for 
consideration of public ownership 
usually arises when the earnings of the 
privately owned transit system are ap- 
proaching or have reached the vanish- 


transit have been fatal or appear to be incurable. On the 


q “So far the number of systems are few where the ills of 


other hand, there still are numerous communities through- 
out the country in which the transit operations, because of 
more favorable combinations of local factors, aided in some 
cases by a more favorable customer-transit climate, seem 
destined for many years of operation with reasonable 


economic stability.” 
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ing point, and under these circum- 
stances income taxes are small or non- 
existent. 

With total payroll and contingent 
penefits averaging from 60 per cent to 
65 per cent of revenues, the maximum 
possible but seldom realized income 
tax subsidy, if not otherwise ear- 
marked, would cover an increase in 
wage rates and other benefits of from 
15 per cent to 20 per cent. How long 
it would be before this was absorbed 
in expenses would depend, of course, 
on the future trend of wages and other 
costs. When so absorbed, however, 
the publicly owned system will have to 
meet further cost increases from other 
sources without the benefit of an in- 
come tax cushion available to private 
enterprise. 


goers owned transit can do cer- 
tain kinds of financing at lower 
money costs than a private company. 
This applies particularly to tax- 
exempt securities issued, for example, 
for the initial purchase of a property. 
A publicly owned system, however, 
has to provide for the repayment of 
the principal amount of any securities 
issued and such repayments cannot be 
financed entirely by depreciation ac- 
cruals. Such a system cannot do any 
fnancing without adequate earnings, 
and some such systems have an obliga- 
tion to maintain revenues adequate to 
meet all charges. It is necessary, 
therefore, for a publicly owned sys- 
tem to have some margin of earnings 
over and above operating expenses, 
depreciation, and such taxes as it may 
pay. Depending on its debt obliga- 
tions, this required margin may well 
be from 5 to 10 per cent of revenues. 


With respect to other phases of op- 
eration there are pluses and minuses 
in favor of or against either type of 
ownership. On the average they are 
of minor importance in the over-all 
financial future. 

We now come to the question of 
other taxes. They present a possibility 
for further indirect subsidy. To the 
extent that transit may be relieved of 
any or all of general or special privi- 
lege taxes, the revenue loss to the city, 
county, or state must be made up by 
other taxpayers. Maybe this is the 
most equitable way to assess a subsidy. 
In certain instances this method is 
now being used, not only to recoup to 
the city taxes formerly paid by private 
enterprise, but also to pay interest and 
debt service or even make up operating 
losses of publicly owned transit. 


0 fev all leads up to the final ques- 


tion. If and when the time comes 
that a subsidy is necessary in order to 
assure a community of the benefits of 
adequate transit service at reasonable 
rates of fare, is there any reason—ex- 
cept political expediency — that the 
subsidy, direct or indirect—cannot be 
made available to a privately owned 
enterprise as well as publicly owned 
system? There is a precedent for this 
where the Federal government feels 
that the national public interest is in- 
volved. Also, there may be some more 
equitable way of assessing such a sub- 
sidy than placing the burden on other 
taxpayers at large. 

Public ownership may be necessary 
or desirable in some cases. It may be 
a temporary shot in the arm, but it 
certainly is not of itself a permanent 
solution to the economic ills of transit. 
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City Transit—The Utility 
Stepchild 


Would tax remission be of any major or lasting bene- 
fit, as compared with other expenses a transit utility 
must meet in this inflationary era? 


By GORDON G. STEELE* 
PRESIDENT, PORTLAND TRACTION COMPANY 


HE “stepchild” of the utility 

family—“city transit” is being 

slowly starved to death. It is 
gradually dying of malnutrition. 
There is a heartache for many of us 
who have devoted our lives to the 
building up of public service organiza- 
tions to find now a creeping disinte- 
gration of an industry so important 
and essential to the life of people of 
every urban community. This need 
not occur. Enlightened thinking and 
acting will continue both our cities 
and our transit systems. 

I have been in the transit business 
for over forty years, and in that long 
time the industry has been faced with 
many serious problems and has lived 
through difficult times. We have suf- 
fered through the lean depression 
years of the nineteen thirties and 





*For additional personal note, see “Pages 
with the Editors.” 
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somehow managed to survive. We 
were confronted with the seemingly 
insurmountable tasks during the last 
war of carrying staggering passenger 
loads with obsolete or inadequate 
equipment and a lack of suitable man 
power. These tasks, too, we met and 
somehow managed to accomplish. The 
war years, of course, brought high 
profits to the industry as they did to 
other industry in the country, but this 
for our part was a false prosperity and 
one that none of us would wish back. 

Today the country generally is en- 
joying a continued period of pros- 
perous business activity, but transit 
with few exceptions seems well on the 
road to the poorhouse. I don’t pro- 
pose to argue the merits of the condi- 
tions that have brought apparent pros- 
perity to this country, but the fact re- 
mains that the transit industry is verg- 
ing on bankruptcy. 
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CITY TRANSIT—THE UTILITY STEPCHILD 


- my home city of Portland, 
Oregon, transit riding has declined 
since 1946 to the point where we are 
arrying about the same passenger 
load as we carried in the years of 1931 
and 1941. This has happened in spite 
of a substantial growth in the city and 
influx of new industry. During the 
past eleven years wages of operators 
have risen from 83 cents an hour to 
$1.78 an hour. It is only through 
ever-increasing fares and the practice 
of strictest economies of operation 
that these high costs have been met. In 
the past four years there has been little 
or no net; indeed one year resulted in 
a substantial loss. We do not know 
just how high fares can go before we 
reach the point of diminishing return; 
hence, it has been with grave misgiv- 
ings that we have applied for fare in- 
creases. Our present cash fare in 
Portland is 15 cents. What the re- 
sults of a 20-cent fare would be is open 
to debate, but if the present inflation- 
ary spiral continues I can see no alter- 
native to further fare increases. 

Our cities today are much like a liv- 
ing organism. They have a heart. The 
heart is the downtown district. Lead- 
ing to and from the heart are the 
arteries and veins, our city streets. 
Coursing through the arteries is the 
blood stream or, we might say, the 
life stream. The life stream is com- 
posed of the red and white corpuscles, 
in this case the vehicles moving people 
and goods to and from the heart. As 
long as we have a proper balance of 
corpuscles in the life stream then we 
have a healthy organism. Today we do 
not have a proper balance. The white 
corpuscles, in the form of private 
vehicles, have become too numerous. 
They no longer move freely through 
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the arteries, and in fact use the arteries 
as places to stop and park. 


Mss transit vehicles, the red cor- 
puscles of the life stream, are 
caught in the congestion and no longer 
are permitted to perform their essen- 
tial work. All-day parking of private 
vehicles in the “heart” of our cities 
and along the principal thoroughfares 
resembles the barnacles or scales that 
build up along the inside of the human 
artery walls, which so reduce the pos- 
sible flow of blood from the heart to 
the outer extremities, that heart 
troubles, blood clots, and death finally 
result. The imbalance of the cor- 
puscles leads to an anemic condition, 
and mass transit along with the mod- 
ern city are sick patients indeed. 
Traffic has slowed to a snail’s pace. 
Transit vehicle scheduled speeds be- 
cause of this congestion have been re- 
duced as much as 20 per cent. Park- 
ing is impossible, cities are moving 
toward decentralization with the con- 
sequent decline in downtown property 
values. 

Here amid the traffic snarls transit 
is trying to exist. Unfortunately the 
transit vehicle caught standing in 
traffic is just as costly to operate as 
the one getting over the road and pro- 
viding service. There are a multitude 
of other problems that we face in ad- 
dition to declining patronage, auto 
competition, and snarled traffic, but I 
think we can all agree that transit is 
in dire peril. 

There have been many plans sug- 
gested as cures for the ills of the trans- 
it industry. One that gained wide- 
spread publicity was the so-called 
Bingham formula, which suggested 
that the desirable features of private 
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A “Monopoly” in Name Only 


T= people charged with duties of regulation of our industry 

must be impressed with the fact that they are no longer regu- 

lating a monopoly, but rather a highly competitive business. They must 

recognize that transit must be allowed prompt consideration of fare 

adjustments, route changes, and adjustments in service. They must 

recognize that transit ts entitled to earn a fair return upon the value 
of the property devoted to public service.” 





operation could be combined with the 
tax-saving features of public owner- 
ship to produce a Utopian environ- 
ment in which transit could thrive. 
Other suggestions have embodied tax 
relief and even direct subsidy. All of 
these should be dismissed as just an- 
other form of Socialism. It all boils 
down to the simple fact that if we are 
to continue our cities, in their present 
form, and transit is to continue to pro- 
vide the essential service necessary for 
the life of our cities, someone must 
pay the bill for that service, and no 
other group should be obliged to pay 
that bill except the group that uses the 
service provided. 


J pws for the sake of further clarifi- 
cation, let’s take a brief look at this 
matter of tax relief. In Portland we 
pay a total tax bill of about a half- 
million dollars per year. If we in- 
crease the wages of our employees by 
SEPT. 25, 1952 


1 cent per hour, it costs $24,000 per 
year. Our tax bill then represents 21 
cents per hour in wages and yet the 
wages in the past eleven years have 


risen not 21 cents but 954 cents. We: 
would have long since used up any) 


earnings accruing to us from tax re- 
lief to pay additional wages. The only 
difference tax relief would have made 
to us would have been the postpone- 
ment, for a brief time, of fare in- 
creases. 

I am not urging that the transit in- 
dustry should continue to pay all of 
the unusual taxes it pays today. Trans- 
it should be taxed in the same man- 
ner and to the same degree as any 
other private enterprise. Certainly, 
however, there is no reason why trans- 
it should be, for example, the subject 
of a special levy to support the public 
parks as is the case in one large east- 
ern city. Nor is there any good rea- 
son why policemen, firemen, or city 
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CITY TRANSIT—THE UTILITY STEPCHILD 


employees should ride free on transit 
vehicles. Further than that, I must 
agree with Harley L. Swift, president 
of the ATA, that students should not 
be carried for half fare, or be granted 
any special rate privileges. It costs 
just as much to haul a student as it 
does to haul an adult passenger. 


HE transit business is similar to a 

10-cent store. In the period of 
one year we, in Portland, take in six 
and a quarter million dollars in 
nickels, dimes, and pennies. That 
amount of money represents about 
190,000 transactions per weekday. In 
other words, we meet and do business 
with a large number of people every 
day. Providing essential service for 
such a large number of people places a 
burden of responsibility on the shoul- 
ders of transit management that is 
found in few other businesses. 

It means that our customers look to 
us to provide transportation for them 
to their work, places of amusement, 
for shopping tours, and all the other 
places people want to go at their con- 
venience. This service must be avail- 
able twenty-four hours a day and 
every day of the year. I have had the 
pleasure in the last few years of meet- 
ing almost all of the chief executives 
of the major transit properties in the 
country, and a number of the small 
operators, too. I think I am qualified 
to say that without exception transit 
management is keenly aware of its re- 
sponsibility to the riding public, and 
transit management is making every 
effort to render the best possible serv- 
ice to its customers. 

At the risk of being verbose, I 
should like to point out one of the 
things that I believe best illustrates 


435 


our appreciation of the responsibility 
placed on transit management. Since 
1947, here in Portland, we have pur- 
chased 237 new vehicles. During the 
afternoon peak we have 288 vehicles 
scheduled. That means that 80 per 
cent of the vehicles we have in opera- 
tion are not more than five years old, 
and a number are even more recent. 
Surely it cannot be truthfully said 
that we are operating obsolete equip- 
ment. The purchase of new equip- 
ment was financed in various ways, 
but in no instance that I have heard of 
has a transit property been able 
through the sale of stocks or bonds to 
finance new equipment or major plant 
improvements. Returns have been so 
small that people are unwilling to risk 
money in this business. 


W: must continue the transit 
industry as a form of private en- 
terprise. Tax subsidies or municipal 
ownership are only drugs that tem- 
porarily relieve the pains of our ills 
but they provide no lasting cure. Our 
problem is one of sales ; we must make 
every effort to merchandise our serv- 
ice. We must sell the public on the es- 
sentiality of the transit business. The 
public and the merchants must be made 
keenly aware of our problems and 
must recognize their stake in our busi- 
ness. In turn, we must give patrons 
fast, comfortable, and economical 
service. To do this our vehicles must 
have free movement and should have 
priority for the use of street space. 
In the field of city planning and 
street improvement we must demand 
our fair share of consideration. There 
is too much thinking on the part of 
traffic engineers and city officials about 
the private automobile. Our streets are 
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intended for the movement of people 
and goods, not the storage of private 
automobiles. Mass transit is the most 
efficient means of moving people and 
its function must be recognized. Con- 
struction of expensive expressways 
will not solve the problems of traffic 
congestion in our cities. Mass transit 
can do the job at a fraction of the cost 
of expressways. 

City governments absolutely refuse 
to face facts in the matter of traffic 
congestion and city transit. They will 
not accept the common sense philoso- 
phy of restricting street use to the pur- 
poses for which streets are built, and 
that is the movement of people and 
goods. Streets are not for personal 
privilege of a few owners of private 
automobiles to the inconvenience, de- 
lays, and expenses of the great mass 
of our people who need city transit. 


HE people charged with duties of 

regulation of our industry must 
be impressed with the fact that they 
are no longer regulating a monopoly, 
but rather a highly competitive busi- 
ness. They must recognize that trans- 
it must be allowed prompt considera- 
tion of fare adjustments, route 
changes, and adjustments in service. 
They must recognize that transit is en- 
titled to earn a fair return upon the 
value of the property devoted to pub- 
lic service. Reasonable earnings in 
any business, and transit is no excep- 
tion, are essential to the continued 
healthy operation and growth of that 
business. 

Just how we are going to gain recog- 
nition and consideration for our indus- 
try I do not know. If I had a complete 
and foolproof answer to our problems 


I would be truly an expert. We have 
often been told that improved service 
is one of the answers to our declining 
passenger load. Like the St. Louis 
Public Service Company, we made an 
honest effort in the field. We actually 
doubled service on a selected line. 
Prior to the effective date of the new 
service we had representatives of our 
company personally call at each resi- 
dence and business establishment 
served by that line. We told people 
about the new service and gave them 
printed schedules. The results were 
disappointing. The increase in riding 
was hardly measurable. Perhaps we 
did not go about improving service in 
the right way, but if anyone has a 
sound idea we are willing to try again. 


W: in the transit industry know 
that we are not providing a lux- 
ury service. The bus ride is not as 
smooth as a new automobile, nor is it 
quite as quick and convenient, but it 
is the most economical. Mass transit 
provides the best transportation bar- 
gain that is available today. Further, 
it provides the essential means that 
will enable our cities to continue to 
live as they are presently constituted. 
We have much to offer our customers, 
and every individual member of our 
community. 

Most of what I have said is a 
familiar story to all of us in the trans- 
it industry. Perhaps if we continue 
to tell our story over and over, again 
and again, at every opportunity, we 
will eventually gain recognition of our 
vital réle in the American way of life. 
Our cities will not be destroyed. Our 
transit systems will be vigorous, 
healthy, and prosperous operations. 
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Transit Regulation Needs 
Modification 


Here is an expression of views on the use of operating 
ratio as compared with the conventional “return on 
the rate base” in fixing fares for transit companies. 


By J. G. HUNTER* 


wish to state at the outset that the 

views expressed herein are those 
of my own and are not to be construed 
as reflecting the present or future 
policy of the California Public Utili- 
ties Commission, of which I am a staff 
member. 

The matter of public utility regula- 
tion, like others which affect our eco- 
nomic life, should be tailored to meet 
the rapid changes that are taking place 
today in the way of service demands 
by the public, improvements in the in- 
dustry, and cost of providing the serv- 
ice. During the past decade we have 
experienced many changes that have 
vitally affected the transit industry, 
particularly in the way of substituting 
motor and trolley coach for rail op- 
eration. Accompanying the change in 
the method of providing the service 
there has been a material increase in 
the unit cost of materials and labor. 

Prior to the time the general use of 
the private automobile came into ex- 


I" discussing this subject matter I 





_ *Assistant director of transportation, Cali- 
fornia Public Utilities Commission. 
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istence, the public local transportation 
business, which was conducted pri- 
marily through the use of streetcars, 
occupied a more or less monopolistic 
field. Public regulation at that time 
served a very important function in 
the way of fixing the class of service 
to be provided and the level of the 
rates to be charged. With the in- 
creased use of the private automobile 
and expanded use of taxi service, the 
transit industry progressively lost its 
position as a monopoly with the at- 
tending decline in patronage. This 
situation, together with the increased 
cost of providing service occasioned 
to a large extent by the increased 
volume of traffic during the morning 
and evening peak hours and a cor- 
responding decrease in the off-peak 
riding, was accompanied with the prac- 
tice of the carriers’ filing applications 
with the public utility regulatory 
agencies seeking adjustments in their 
fare structures. 


| Benge the period of World War 
II the transit industry through- 
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out the country was in a prosperous 
condition as a result of the substantial 
increase in the volume of the traffic. 
In some cases it was possible to effect 
decreases in the fare structure, either 
on a voluntary basis or by order of a 
regulatory agency. In special cases the 
carriers were required to hold in re- 
serve a certain portion of their net 
earnings to be invested in facilities to 
improve the service at a later date 
when the market conditions would 
permit the securing of new equipment. 
In a general way during the post- 
war period, the transit industry has 
experienced a continual downward 
trend from an economic standpoint re- 
sulting from increased operating ex- 
penses, demands for improved service, 
and a decrease in the volume of the 
traffic, particularly off peak. The 
change in the volume and character of 
the traffic results primarily from the 
growing competition by the private 
automobile and to some extent the ex- 
panded taxi service. In the face of 
these conditions, the interval between 
the times the carriers have filed appli- 
cations with the regulatory bodies 
seeking increases in fares has short- 
ened. During the postwar period it 
has not been uncommon for carriers 
to file applications annually, particu- 
larly following an adjustment in labor 
costs, which item represents at least 
50 per cent of the total operating ex- 
penses. In fact, many carriers have 
filed such applications at periods of 
less than one year, during the past few 
years, seeking an increase in fares. 


I" fixing the level of the fares, we 
should not lose sight of the fact 
that there is a point beyond which the 
carrier’s operation will fall in the class 
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of diminishing returns due to the 
vicious circle of increased fares and 
reduced volume of traffic. When this 
situation arrives it would appear that 
a practical form of relief is through 
some form of subsidy, perhaps in the 
way of franchise concessions if the 
service is to be conducted on an en- 
during basis, assuming that all reason- 
able means of economy have been ex- 
ercised. An alternate method would 
be through public ownership or a 
combination of public ownership with 
private management. 


Rr a regulatory standpoint the 
problem of keeping the rate struc- 
ture in line with the cost of providing 
the service is one that is ordinarily de- 
termined by applying a standard prac- 
tice of procedure in the fixation of 
rates and fares. With this increased 
volume of applications and the car- 
riers’ requests for prompt action on 
their respective applications, the regu- 
latory agencies find themselves in a 
difficult position to spread their limit- 
ed staffs over the large field, if they 
are to apply the past practices of in- 
vestigation and report. 

Ordinarily, the commission’s staff 
operates under a fixed budget which 
does not permit of a material increase 
in the personnel with the unprecedent- 
ed increase in the volume of matters 
to be investigated. In fact, if the 
money were made available, it would 
be difficult to secure the services of ex- 
perienced and competent engineers on 
short notice to process the increased 
volume of business within the periods 
of time in which the industries are rea- 
sonably entitled to be granted relief 
unless changes in methods of pro- 
cedure are adopted to streamline the 
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TRANSIT REGULATION NEEDS MODIFICATION 








The Point at Which Subsidy Becomes Necessary 


as fixing the level of the fares, we should not lose sight of the fact 
that there is a point beyond which the carrier's operation will 
fall in the class of diminishing returns due to the vicious circle of 
increased fares and reduced volume of traffic. When this situation 
arrives it would appear that a practical form of relief is through some 
form of subsidy, perhaps in the way of franchise concessions if the 
service is to be conducted on an enduring basis, assuming that all 
reasonable means of economy have been exercised.” 





studies and preparation of reports 
within reasonable bounds to meet the 
requirements of the assignments from 
a public interest standpoint. 


[' a public utility’s operations are to 
be compensatory, the net operating 
revenue must be sufficient to provide 
a reasonable profit on the business. 
The volume of this profit is a matter 
to be determined by the appropriate 
regulatory agencies, governed by a 
number of fundamental considera- 
tions. 

The prevailing or estimated net 
earnings for an ensuing period of a 
transportation agency may be tested 
by applying either the “rate of return” 
or the “operating ratio” method. The 
“rate of return” method is commonly 
used in cases where the relation be- 
tween the annual gross earnings and 
the investment in used and useful 
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property is small and the lives of the 
property comparatively long, such as 
obtains in the case of a gas, electric, 
telephone, water, or railroad utility. 
In the case of a utility where the an- 
nual gross revenue is large compared 
to the investment and the assigned 
lives of the property are comparative- 
ly short, as is the case of a transporta- 
tion agency by motor vehicle, the “op- 
erating ratio” affords an appropriate 
and convenient check on the earning 
position of such a utility. This test 
does not involve the burdensome prob- 
lem of determining a rate base, with 
the attending fluctuating depreciated 
investment. As an example, consider 
two motor carriers operating under 
practically the same conditions with 
respect to gross earnings, traffic, and 
direct operating expenses but differ- 
ing with respect to the age of the 
equipment; one employing motor 
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vehicles nearing the end of their esti- 
mated service life and the other using 
new equipment. 

Under these conditions the “operat- 
ing ratio” of each, under normal con- 
ditions, would be approximately the 
same but the “interest return” on the 
depreciated rate base would be ma- 
terially different. In determining the 
amount a carrier should be allowed 
to earn on its business, due considera- 
tion should be given to the matter of 
the hazard of the business in compari- 
son with other types of utilities. 


Boon fundamental principles gov- 
erning public utility regulation 
should be standardized on a program 
which has for its objective a plan of 
operation which provides adequate 
service in an economic manner and 
offered to the public at the lowest rea- 
sonable fare. Such fare should be 
based on the utility receiving sufficient 
revenue to defray the cost of provid- 
ing the service in the way of operating 
expenses, including all taxes and de- 
preciation, and allow a_ reasonable 
profit on the business. As a matter of 
equity to both the public and utility, 
this situation should obtain at all 
times in so far as it is practically pos- 
sible to accomplish. Unless the trans- 
portation agency’s operation is con- 
ducted on a reasonable and profitable 
financial basis, its services cannot en- 
dure, and, in turn, it cannot attract 
capital with which to modernize its 
system. 

The question which presents a 
serious problem in public regulation 
and vitally affects the industry is one 
of keeping in close accord with 
changed conditions, particularly dur- 
ing the periods of frequent change in 
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the cost of providing the service, as 
has been the case during the past few | 
years. In making a study of operat- | 
ing costs the public utility engineer | 
cannot assume for the purpose of pre- | 
paring estimates of operating results | 
for an ensuing period that the costs of 
providing service will increase in the 
future, over and above those existing 
at the time the investigation is under 
way, unless there is definite proof that 
such increases have been definitely de- 
termined. 


a the case of the item of labor ex- 
pense, the staff can only employ in 
its estimate the prevailing rate or one 
which has been definitely determined, 
even though the negotiations are 
under way and it is apparent that the 
wages of the employees of the transit 
industry will in the future receive an 
increased level of pay. Once the labor 
agreements have been settled, that 
provides the starting point to be used 
in the cost estimates which provide 
for the changed level of pay. 

During the period between the time 
the new wage level begins, which has 
been on a continuing higher level dur- 
ing the postwar period, and relief is 
effective in the way of fare adjust- 
ments, it very often happens that a ma- 
terial length of time has elapsed dur- 
ing which period the industry has sus- 
tained a material financial loss for 
which there is no practical way to 
recover. 

The matter of expedited action 
for financial relief following in- 
creased labor costs, which are often 
retroactive, is perhaps one of the most 
pressing demands presented to regu- 
latory agencies today from the transit 
industry. This situation did not ob- 
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tain when the changes in operating ex- 
penses moved more slowly and at less- 
er volume of changes at which time it 
was possible to estimate future rev- 
enue and costs more accurately and 
over a longer period of time. 


N some states, as in the case in Cali- 
fornia, the Constitution and Pub- 
lic Utility Code both provide, in 
effect, that no transportation agency 
shall raise any rate or fare except upon 
a showing before the commission and 
a finding by the commission that such 
crease is justified. 

Under this regulation it is permis- 
sible to issue interim orders, if a prima 
facie showing justifies such action, 
pending the time a more complete 
analysis can be made of the situation. 
This method is often employed to meet 
what might be termed an emergency 
condition. 

In some states the law provides, in 
effect, that the utilities may file revised 
rate and fare structures subject to sus- 
pension or review by the regulatory 
bodies, such changed fare structure to 
become effective upon the expiration 
of a specified period of time unless 
suspended for good cause. In such 
cases where the proposed fare change 
is not suspended, this plan permits of 
effecting adjustments in_ shorter 
periods of time than ordinarily ob- 
tains in the case where the showing 
and finding must first be had before 
the regulatory body, particularly dur- 
ing a period of rapid change in the cost 
of providing the service accompanied 
by a congested calendar of the regu- 
lating authority. 

In the interest of equity to all par- 
ties involved, the carriers should pro- 
vide reasonable and adequate service, 
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and, in turn, the regulatory agencies 
should do everything they properly 
can to expedite the handling of appli- 
cations seeking adjustments in fare 
structures, particularly during times 
of frequent and material changes in 
the cost of providing service. Follow- 
ing are some suggestions along this 
line: 


l THE carriers should provide ade- 
e quate service and maintain 
records which are accurate, up to date, 
and in sufficient detail to permit all 
the regulatory agencies and their 
staffs to ascertain the true facts of the 
situation. 

2. The staffs of the regulatory 
agencies should employ every means 
to complete their assignments in the 
shortest reasonable time. 

3. In cases where specific detail is 
desired which requires the services of 
personnel beyond the capacity of the 
staff of the regulatory agency, it 
should call upon the industry to sup- 
ply such detailed information, particu- 
larly in the way of traffic checks which 
are necessary as basic data upon which 
the staff can base its conclusions to 
be set forth in its exhibits to be pre- 
sented at public hearings. 

4. Hearings should be held within 
a reasonably short period following 
the time the interested parties are in 
a position to present their testimony 
and exhibits. 

5. Orders should be issued based 
upon the record as soon as the testi- 
mony can be analyzed and order pre- 
pared. 

6. In cases where extended studies 
and hearings appear to be necessary 
and a prima facie showing supports 
the conclusion that an emergency ex- 
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ists, an interim order should be issued 
pending the time a more complete 
record can be developed upon which 
to base a final decision on the issues in- 
volved. 

7. It would appear to be in the pub- 
lic interest to standardize regulation of 
the transit industry on a national 
basis. This could be accomplished 
through negotiation between the vari- 
ous states; perhaps through the media 
of the National Association of Rail- 
road and Utilities Commissioners. To 
put such a plan in operation would 
doubtless require changes in the exist- 
ing laws in many of the states as well 
as adopting a uniform pattern of 
policies as to procedure and treatment. 


8. In the interest of providing 
adequate service at the lowest reason- 
able rates, the general public and par- 
ticularly the larger industries where a 
substantial number of people are em- 
ployed who use public transportation, 
should arrange their normal time of 
travel in so far as it is practicable to 
do so on the staggered-hour basis in 
the interest of decreasing the magni- 
tude of the peak traffic and increasing 


the off-peak riding. The concentrated | 


load during a short period in the morn- 
ing and evening, with a corresponding 
diminution of traffic during the off- 
peak time, has the general effect of 
impairing the service and increasing 
the cost of providing the service. 
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Transit Business—No Gold Mine 


COS \PERATING results for the whole [transit] industry in 

O 1951, according to the American Transit Association, 
provide a startling record. Passenger volume was 6 per cent 
down; costs up 5 per cent. Earnings were the same as in 1950 
but net revenue after paying operating costs was 13 per cent 
less. Return on investment was 1.49 per cent. No wonder the 
whole industry is finding it increasingly difficult to raise money 
for new equipment. Government, through taxation, received 
about ten times the amount of money from the transit industry 
as did the owners. Because transit 1s an essential service tt 
continues to operate, mostly on subsidy in the case of public 
enterprise, and where private enterprise is unfortunate enough 
to run same, out of the earnings of some more profitable 


enterprise, 


“When a transit system is faced with either trimming losing 
lines or going out of business it is acting neither without pity 
nor without conscience. Like the individual on reduced earn- 
ings it must forego some luxury in order to have essentials. 
Bankruptcy for the corporate body is no more satisfying than 


pauperism for the individual.” 


—Excerpt from Public Service 
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Utilities 


“Power Issue” Progress 


RESIDENT Truman’s first whistle stop 

tour, which began with his Labor 
Day address in Milwaukee, pounded 
away pretty hard at the so-called “power 
issue”—as had been generally expected. 
The President tried repeatedly to link 
Republican Congressmen with the pri- 
vate power interests, and charged that 
80 per cent of the Republicans in Con- 
gress had “time after time voted at the 
bidding of the private power lobby.” He 
aso charged the great majority of Re- 
publican Congressmen with voting to 
sash Rural Electrification Administra- 
tion appropriations (although REA 
appropriations survived exceedingly well 
and the Agriculture Department appro- 
priation bill was passed virtually without 
opposition ) . 
But up to this writing, the major 
candidates have not given the matter 
very much attention. The Democratic 
campaign strategy seems to be to let 
President Truman handle that depart- 
ment, as part of the administration’s 
“record,” which he is supposed to de- 
fend. The Republican candidate, General 
Eisenhower, does not seem to think it 
is a major issue at all. As of early 
September, Governor Stevenson had fol- 
lowed a similar tack, stating only that 
he knew little about the matter but call- 
ing for more Federal power projects in 
the Pacific Northwest. 
Early last spring, before anybody was 
taking Governor Stevenson’s candidacy 
too seriously, he made a speech touch- 
ing on the general subject of the govern- 
ment in the power business, in which 
he took a remarkably conservative line. 
This view was subsequently reported in 
the “Stevenson interview” in the U. S. 





Washington and the 
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News & World Report, August 1, 1952. 
But it is not expected that Candidate 
Stevenson will follow these earlier views 
of Governor Stevenson (before he was 
candidate). There is steady pressure 
being put on him by campaign advisers 
to take a more forthright line in favor 
of expanding Federal power operations, 
with the usual vigorous criticism of the 
power companies. Stevenson already has 
swung left of his earlier views on such 
issues as the Taft-Hartley Act and the 
tidelands oil and gas legislation. It 
would be surprising if he stood up under 
the strong leftward pull of administration 
pressure on the power issue alone. 


NE public power agency which had 
been expected to become more ac- 
tive but so far has failed to do so is the 
Electric Consumers Conference. This 
group is still only a loose confederation 
of representatives of public power agen- 
cies and co-operatives, plus a liberal 
sprinkling of labor union political zealots. 
The group’s meeting in Washington last 
May gave it a brief spot of national 
publicity, regarded as an attempt to 
spark a utility issue for the campaign. But 
the various sponsoring organizations now 
appear to be proceeding with their own 
individual plans for the election, indicat- 
ing a lessening of enthusiasm. 

The sponsors of the ECC and partici- 
pants in last spring’s rally are still held 
together by the Electric Consumers In- 
formation Committee. This group has 
its office in the headquarters of the Na- 
tional Rural Electric Co-operative Asso- 
ciation. The representatives of the spon- 
soring organizations meet once or twice 
monthly. No plan to come forward with 
a fall rally raising any new cry about 
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the “high cost of power delivered by the 
commercial power companies” is in 
prospect. The information committee is 
said to exist only for the purpose of cir- 
culating the report of the ECC’s meeting 
last spring. This is entitled “The Peo- 
ple’s Fight for Low-cost Power” —a 
booklet containing excerpts from the 
addresses given in May, and the poli- 
cies and resolutions adopted by the 
conference. 
5 


Pacific Northwest Shortages 


LTHOUGH the new ODM Director 

Henry Fowler made some reassur- 

ing statements about material shortages 

getting better generally, the power sup- 

ply situation in the Pacific Northwest is 
still causing concern. 

Aluminum producers told defense pro- 
duction officials hydroelectric power 
shortages in the Pacific Northwest may 
cost 119,000,000 pounds in aluminum 
production between now and January 
Ist. The industry representatives asked 
that the government postpone its stock- 
piling program for the final quarter of 
this year until next year, when aluminum 
supplies will be greater because of in- 
creased production facilities. 

The steel strike caused no decrease in 
demand for aluminum, the industry men 
told National Production Administration 
officials. The supply of aluminum scrap 
has been cut at the same time, they said, 
because of the price increase granted for 
primary aluminum pig without a cor- 
responding increase in the price of scrap. 

Our shortages in the Northwest 
already have caused a loss of 10,000,000 
pounds of aluminum production, they 
said. 

The Tennessee Valley Authority is 
another area worrying defense control 
officials in Washington. As to both the 
Northwest and TVA areas, the pos- 
sibility of having to cut off power supply 
to those industrial customers who are 
on an “interruptible” basis is a matter 
of definite concern. Retaining daylight 
saving time is under consideration, but 
may be found insufficient to conserve 
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enough power for other necessary uses, | 
The chances of relief being obtained 
through more plentiful rainfall were the | 
basis for some optimism in these en 
where hydro power plays an important 
role. 


rr tight power area is in the 
southwestern states, although not 
as worrisome as in the Northwest or 
Tennessee valley. The presence of other 
modes of producing power for industry 
—i.e., natural gas turbine and the use of 
lignite (low-grade coal) in generation of 
steam for power production—was being 
relied upon to assure power supply for 
light metals plants throughout the Gulf 
region, which are either under construc- 
tion or nearing completion. 

No government-built aluminum pro- 
duction capacity is being considered at 
this time. Defense Production Adminis- 
tration officials, who must wrestle with 
the problem of encouraging the construc- 
tion of new aluminum plants with assured 
power commitments, have turned thumbs 
down on government building with its 
attendant postdefense period maladjust- 
ments. Congressional authorization for 
government construction of industrial 
capacity has not been granted, and is not 
likely to be given. DPA will depend 
upon private concerns to come forward 
with approvable plans, sites, and power 
supply commitments, or construction 
plans. 

* 


Canada and U.S. Study 
Gas Line Bid 


DECISION by the Federal Power 
Commission on Westcoast Trans- 
mission Company’s application for a 
natural gas pipeline from Alberta’s Peace 
river area to the Pacific Northwest states 
is expected by mid-October, Dale E. 
Doty, a member of the commission, said 
recently. He was attending a three-day 
meeting at Banff, Alberta, of the U. S. 
Interstate Oil Compact Commission, 
Mr. Doty consulted with Premier 
E. C. Manning and Mines Minister 
N. E. Tanner of Alberta at the sessions. 
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Financial News 
and Comment 


By OWEN ELY 


Annual Review of the Transit 
Industry 


URING the past year the transit in- 
dustry has continued its earlier 
trends, as reflected in the traffic graph 
on page 447. The decline in the smaller 
cities has followed almost the same pat- 
tern as last year, except that the Febru- 
ary gain in 1951 was not repeated. In the 
larger cities, particularly those with over 
a million population, the rate of decline 
has been somewhat slower than in the 
smaller cities. Revenues for the industry 
gained slightly in 1951, recovering about 
half of the previous year’s decline. Un- 
fortunately, operating expenses and taxes 
increased somewhat faster, so that op- 
erating income (which had improved 
somewhat during 1949-50) dropped back 
to approximately the 1947-48 level. 

About one-fifth of the industry is pub- 
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licly or municipally owned, and these 
companies are almost completely exempt 
from taxation. But for most of the pri- 
vately owned companies, taxes absorb 
between 10 and 15 per cent of operating 
revenues. The transit industry paid last 
year nearly $63,000,000 in state, county, 
and local taxes as compared with only 
$16,000,000 Federal income taxes and 
about the same amount of miscellaneous 
Federal taxes. Only about 40 per cent of 
the total taxes paid by electric utilities 
last year were state and local, while the 
proportion was 66 per cent for the transit 
industry. 


‘Ta gradual transition from street 
railway lines to trolley coaches and 
motorbuses continued last year. The num- 
ber of passengers carried by surface lines 
dropped from 3.9 billion to 3.1 billion. 
(In 1946 the traffic was nearly three 
times as large.) Subway and elevated 
traffic declined only moderately, from 
about 2.3 billion to 2.2 billion. Trolley 
coach passengers have varied little in the 
past three years, remaining around 1.6 
billion. The number of bus travelers de- 
clined only slightly from 9.4 billion to 
9.2 billion, 

Last year the industry was hurt by 
two factors—a decline in urban popula- 
tion for the first time since 1945, and a 
decline in the number of rides per capita. 
During the wartime period urban 
population remained approximately un- 
changed around 75,000,000, but the num- 
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ber of rides per capita jumped sharply 
due to increased factory operations with 
double shifts, etc. During 1946-50 urban 
population increased fairly rapidly, but 
rides per capita declined, more than off- 
setting the gain in population. Last year 
urban population also began to decline, 
probably due to the decentralization pro- 
gram of industry, and this tended to 
exaggerate the decline in the rides per 
capita. 

The economic difficulties of the transit 
companies are due to various underlying 
factors. Despite the rising cost of motor- 
cars, the number of people owning auto- 
mobiles has increased in recent years. 
Use of cars is stimulated by the con- 
struction of modern parkways and high- 
ways, and in many instances by free 
or cheap parking facilities provided by 
public agencies and by merchants, Even 
the increase in traffic congestion and 
street parking problems has not deterred 
car owners from use of their automobiles, 
nor has it made the public sufficiently 
aware of the value of mass transporta- 
tion vehicles, both as to their more effi- 
cient use in street areas and as to freeing 
car owners from parking difficulties. 


BB development of new residential 
areas in urban and suburban com- 
munities is also a factor in the decline 
of the transit industry. Many of the 
newly populated sections of large cities 
which have been developed in the past 
decade or so are self-sufficient communi- 
ties with schools, churches, stores, and 
places of entertainment, so that the resi- 
dents of these communities do not have 
frequent need of transportation to shop- 
ping and entertainment districts in other 
parts of the city. 

Along with the decline in the use of 
public transit vehicles, the companies 
furnishing the service have experienced 
various increases in operating costs per 
mile. 

Wages have increased; the number 
of hours per week for which straight time 
is paid has been reduced; and so-called 
fringe benefits such as pensions, unem- 
ployment insurance, etc., have been ex- 
tended to the operators and mechanics 


with a consequent increase in the cost of 
labor and maintenance. 

Concurrently, there has been an in. 
crease in the cost of parts as well as in 
the price of new vehicles and all supplies 
such as tires, gasoline, and oil. The cost 
of insurance has also risen substantially, 
The industry has attempted to meet these 
problems by economies in operation, and 
in many instances has made positive ef- 
forts to attract patronage, but has had to 
resort to higher fares almost universally 
to increase revenues and offset higher 
costs. 


Ta industry’s major efforts are prob- 
ably concentrated on the question of 
fare adjustments, though of course op- 
erating efficiency is also important. Since 
June, 1951, higher fares have become 
effective in almost 48 per cent of all U. S. 
and Canadian cities, and today in 76 per 
cent of all U. S. cities of more than 25,000 
population the adult cash fares for local 
service are 10 cents or more. In 45 U.S. 
cities the lowest adult cash fare is 15 
cents. In Kansas City the cash fare 
is 20 cents, with four tokens for 75 cents, 
and a 5-cent per ride, $1.25 weekly per- 
mit. Very recently the cash fare in Chi- 
cago was raised to 20 cents, with a token 
rate of 17 cents on the surface lines and 
18 cents on the rapid transit lines. New 
Orleans, with a 7-cent adult fare, is the 
only large U. S. city with a cash fare 
substantially below 10 cents. 

Like the airplane industry, the transit 
lines have used many ingenious methods 
to adjust fare increases to the nature of 
the traffic. The Metropolitan Transit 
Authority is considering a plan under 
which shoppers in the downtown Boston 
retail area would enjoy reduced fares on 
Saturdays. Kansas City Public Service 
has had in effect a “week-end family ex- 
cursion rate” which was installed on a 
trial basis in July and later extended 
through November 2nd. Many companies 
have found it necessary to require stu- 
dents and older children to pay the same 
fares as adults instead of the reduced 
fares of previous years. 

A good deal of experimenting with 
zone fares is also being done, and over 
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TREND OF TRANSIT TRAFFIC , 1939-1952 
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100 transit companies now use this meth- 
od, although in the great majority of 
cases only a small percentage of the total 
riders pay a multizone fare. While it is 
difficult to make exact comparisons, avail- 
able data seem to indicate that zone fares 
are helpful in preventing traffic declines. 


ccorDING to Guy C. Hecker, execu- 
tive manager of the American 
Transit Association, the industry faces 


a serious handicap in many sections be- 
cause of the unfair lag which occurs be- 
tween the time of filing an application 
for a transit fare increase and the time 
when approval to put the requested in- 
crease into effect, in part or in whole, 
is granted. 

The problem is intensified by the 
fact that fare applications cannot be 
filed in anticipation of the need for addi- 
tional revenues, though wage increases 
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in many instances must be paid retro- 
actively. Perhaps the industry should de- 
vise and promote regulatory plans for 
automatic changes in rates as wage rates 
are changed, just as many electric utili- 
ties can adjust their rates for changes 
in fuel prices. 


* 


Capitalization of Nuclear 
Power Plants 


fuer executive writes as follows 
regarding the article in this de- 
partment (August 28th) on “Estimating 
the Potential Cost of Nuclear Power 
Plants” : 


Present 
Equipment 
$48,300 


$18,367 


Investment ................. 
Gross Revenue 


Operating Expenses 


Fuel $ 8,555 
480 

Material 307 
$ 9,342 


Balance 
General Taxes and Insurance 


Net Operating Income (be- 
fore Federal Taxes) 
Interest @ 3% 


Taxable Income 
Federal Income Tax (52%) . 


Net Income 
Preferred Stock Dividend 4% 


Balance for Common 


% Return on Common Invest- 


“T read with interest Mr. Cisler’s sta- 
tistics. .. . From the table on page 302 
the general impression is given that an 
investment of $141,713,000 in the reactor 
would result in equivalent earnings to 
an investment of $48,293,000 in the pres- 
ent thermal plant after considering the 
cost of fuel, man power, and materials, 
As a matter of curiosity, just to see how 
the two examples would compare on an 
income statement basis, I ran two hypo- 
thetical statements based on a capital 
structure in each case of 50 per cent 
bonds, 15 per cent preferred stock, and 
35 per cent common stock, which is about 
the average structure of the electric 
industry. 


(000 Omitted) 
Nuclear Equipment 


$141,720 
$ 18,367 


$141,720 
$ 18,367 


$ 2,834 
4,252 


$ 7,086 


$ 2,834 
4,252 


$ 7,086 
$ 11,281 $ 11,281 
2,126 2,975 


$ 9,155 $ 8,306 
4,761 4,319 


$ 4,394 $ 3,987 
851 851 


$ 3,543 $ 3,136 


7.15% 14.75% 


Capitalization 
0% $ 70,860 
15% 21,258 
35% 49,602 


100% $141,720 
448 


$ 99,204 
21,258 
21,258 


$141,720 


Preferred Stock 
Common Stock 
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“T started with an assumed 15 per cent 
net return on the common stock portion 
of the investment and worked back from 
there to an assumed gross revenue which 
works out to be in the ratio of $1 of gross 
to $3.82 of investment on present facili- 
ties. 

“While it is difficult to attempt to 
arrive at a segregated ratio of gross rev- 
enues to investment as to a specific type 
of electric facility such as generating 
equipment, I should think that about 4 
to 1 would not be abnormal for the pres- 
ent type of equipment. 

“As you will see from what follows, 
the return on the much larger common 
stock investment for the nuclear equip- 
ment is less than half that on the present 
type, this difference being obviously due 
to the factors of leverage and Federal 
taxes, I have, therefore, included a third 
column as an alternative method of fi- 
nancing the nuclear equipment which is 
based on 70 per cent bonds, 15 per cent 
preferred stock, and only 15 per cent 
common stock, and you will see that this 
results in about the same return on the 
common stock investment as in the case 
of the present equipment. 


oo the foregoing it seems clear 
to me that if the industry were to 
install nuclear facilities to the extent dis- 


cussed by Mr. Cisler, the method of 
capitalizing the mr ‘h larger investment 
required would ha.e to be considerably 
more liberal than the present conven- 
tional capital structure if there were to 
be a sufficient return on the common 
stock to attract the capital. 

“It will also be noted, however, that 
on the basis of the Number I Nuclear 
column, net operating income after Fed- 
eral taxes would be only 4.6 per cent of 
investment as compared with about 7.3 
per cent in the column relating to present 
facilities, which of course seems a little 
high. 

“Nuclear Column Number II shows 
a return on a little less than 5 per cent 
on the same basis. If this 5 per cent return 
were to be increased to 6 per cent, the 
more conventional figure, this would seem 
to require an increase in rates. 

“It is hard to assume that nuclear 
equipment would be used if the result was 
to increase rates, so the alternative would 
seem to be some lowering of the present 
rate of return and a considerable increase 
in the conventional percentage of bonds 
issuable against facilities in order to 
make the operation work out on some- 
what the same basis as with the present 
type of facilities. Coverage of bond in- 
terest after Federal taxes is only 2.34 
times in Nuclear II as compared with 
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1952 to % Increase 

August Date Over 1951 
$9 $ 774 31% 
5 150 266% 
3 343 29% 
$17 $1,267 41% 
*$37 $ 254 D37% 
18 90 172% 
6 75 44% 
$61 $ 419 D15% 
$78 $1,686 27% 
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4.82 times in the conventional column I. 
So here again, it looks as if there would 
have to be some revision of ideas as to 
the extent of interest coverage required 
in financing nuclear equipment.” 


N connection with the remarks about 

the capital setup, it might be men- 
tioned that the two companies set up to 
produce power for atomic energy plants 
are capitalized on a very low equity basis. 
Electric Energy, Inc., was set up in 1951 
with an estimated capitalization of $100,- 
000,000, of which only $3,500,000 was 
for common stock, the remainder being 
provided by $96,500,000 3 per cent bonds 
to be amortized over a 25-year period 
(sold to insurance companies). South 
Carolina Electric & Gas in July, 1951, 
formed a subsidiary, South Carolina Gen- 
erating Company, to construct a steam- 
generating plant which would help to 
service the so-called hydrogen bomb plant 
in its area. This plant was to be financed 
on a basis of 90 per cent funded debt 


and 10 per cent common stock. It is 
also understood that the $300,000,000 
electric power plant which will be built 
to service the proposed $1.2 billion atomic 
energy plant near Portsmouth, Ohio, will 
be largely bond-financed. 


HILE the low equity percentage in 

these cases is based on a “guaran- 
teed” sale of the electricity produced, a 
somewhat similar situation might prevail 
with the setting up of plants or companies 
to use atomic energy. It appears likely 
that part or alf of the electricity might be 
sold under long-term contracts to affili- 
ated atomic energy plants, or large alumi- 
num or chemical plants located in an ad- 
jacent area and operated around the 
clock. There would be no variation in 
power supply as with hydro plants, hence 
no need for steam stand-by facilities, and 
presumably no sales problems, Based on 
these assumptions, the conclusions as to 
the probability of financing on a low 
equity ratio seem sound. 


e 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


1952 9/2/52 


Rev. Price Div. 
(Mill.) About Rate Yield Period 


—-Share Earnings* 
Cur- Prices Dio. 
rent Cur. % In- 12 Mos. Earns. Pay- 
crease Ended Ratio out 








$193 S American Gas & Elec.... 59 $3.00# 5.1% $452** D7% July 13.1 66% 
22 O Arizona Public Service .. 15 @ $23 1.05 36 0«=—July 143 76 
6 O Arkansas Mo. Power ... 17 100 5.9 1.34 5 June 12.7 75 
20 S Atlantic City Elec. ..... 26 1.30 5.0 1.70 12 July 153 77 
4 O Bangor Hydro Elec. .... 28 160 5.7 2.21 4 June 12.7 72 
20 Beet G & E. .....00 52 3.70 7.1 4.13 31 Dec. 126 97 
3 O Black Hills P.& L...... 21 1.28 6.1 1.73 D6 June 12.1 74 
74 B_ Boston Edison ......... 49 280 5.7 3.39 13 June 145 83 
13 O California Elec. Pr. .... 9 j 6.7 83 54 June 108 72 
12 O Calif. Oregon Pr. ...... 27 160 5.9 1.88 1 July 144 853 
4 S Corolion P. & L. ...000. 38 2.000 53 2.86 5 June 133 70 
18 S Cen. Hudson G. & E..... 12 70 58 85 44 June 141 82 
14 O Central Ill. E. & G. .... 25 130 5.2 2.22 3 June 113 59 
2 S Comal TM. Light ..cccce 39 §=62.20) =5.6 2.72 D& July 143 81 
3 3 Com EP. S&S. ...00 20 1.20 60 1.51 D2 June 132 79 
8 O Cent. Louisiana Elec. .... 34 2.00 5.9 2.80 10 June 121 71 
24 O Central Maine Power... 19 1.20 63 1.50 14 July 127 80 
>. D Cee SE. WW. ocesccc 19 100 53 1.48 11 June 128 68 
8 O Central Vermont P. S... 13 80 62 1.22** 39 July 10.7 66 
77 S Cincinnati G. & E. ...... 40 2.004% 5.0 2.86 4 June 140 70 
5 O Citizens Utilities ........ 11 36# 6.3 83 20 June 133 43 
80 S Cleveland Elec. Illum. .. 55 2.60 4.7 3.93 11 June 140 66 
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Colorado Cent. Power .. 
Columbus & S. O. E. .. 
Commonwealth Edison .. 
Community Pub. Ser. ... 
Concord Electric 
Connecticut L. & P. .... 
Connecticut Power 
Consol. Edison 
Consol. Gas of Balt. ..... 
Consumers Power 
Dayton P. & 
Delaware P. 
Derby G. & E 
Detroit Edison 
Duke Power 
El Paso Electric 
Empire Dist. Elec. ...... 
Fitchburg G. & E. ...... 
Florida Power Corp. .... 
ee Oe GE Be ocececce 
General Pub. Util. ...... 
Green Mt. Power 
Gulf States Util. ....... 
SS | ae 
Haverhill Electric 
Houston L A 
Idaho Power 
Illinois Power 
Indianapolis P. & L. .... 
Interstate Power 
Towa Elec. L. & P. ...... 
Iowa-Ill. G. & E. ....... 
Iowa Power & Light .... 
Iowa Pub. Service 
Iowa Southern Util. .... 
Kansas City P. & L 
Kansas Gas & Elec. ..... 
memes Pe. & LA. 22.00 
Kentucky Utilities 
Lake Superior D. P. .... 
Lawrence G. & E. ...... 
Long Island Lighting ... 
Louisville G E. 

Lowell Elec. Lt. ......0- 
Lynn G. & E. ..... wad 
Madison G. & E. .......- 
Maine Public Service . 
Michigan G. & E 
Middle South Ut 
Minnesota P. & L 
Missouri Edison 
ee Ce PTC Cre 
Missouri Utilities 
Montana P: 
Mountain States Pr. .... 
New England Elec. ..... 
New England G. & E. ... 
New Orleans P. S. ...... 
Newport Elec. .......... 
we Be eee a OG. occ 
Niagara Mohawk 
North American ........ 
Northern Ind. P. S. .... 
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——Share Earnings* 
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FINANCIAL NEWS AND COMMENT 


——Share Earnings* 











1951 9/2/52 Cur- Price- Div. 
Rev. (Continued) Price Div. rent Cur. % In- 12 Mos. Earns. Pay- 
(Mill.) About Rate Yield Period crease Ended Ratio out 
89 S Northern States Pr. .... 12 70 58 88 10 June 13.6 80 
8 O Northwestern P. S. ..... 13 20 69 1.25 D3 June 104 63 
GH BS Clem BGO ...ccccs cscs 36 2.00 5.6 2.74 1 June 13.1 73 
29 S Oklahoma G. & E. ...... 25 140 5.6 1.80 15 June 13.9 78x 
13 O Otter Tail Power ...... 23 1.50 6.5 1.70 D9 July 13.5 88 
Ze S PoesmeG. @ E. ......... 36 2.00 5.6 2.40** 8 June 15.0 83 
i es. 324) eae 19 110 58 1.62 27 June 11.7 68 
85 S Penn Power & Light .... 31 160 5.2 2.43 19 July 128 66 
7 C Penn Water & Power .. 42 2.00 4.8 2.24 — Dec. 188 89 
Ff. % a 31 1.50 48 2.18 5 June 142 69 
25 O Portland Gen. Elec. ..... 30 1.80 6.0 2.40 8 July 125 75 
43 S Potomac Elec. Power ... 17 1.00 5.9 1.34 35 July 127 75 
49 S Pub. Serv. of Colo. ..... 30 140 4.7 2.06 D4 June 146 68 
201 S Pub. Serv. E.&G. ..... 26 1.60 6.2 2.11 NC Mar. 123 76 
50 S Pub. Serv. of Ind. ...... 32 1.80 5.6 2.42 17. July 132 74 
17 O Public Serv. of N. H. .. 26 180 6.9 1.96 33 July 133 92 
7 O Public Serv. of N. M. .. 10 56 5.6 83 2 June 120 67 
21 O Puget Sound P.& L..... 21 80 38 1.63 D8 June 12.9 49 
38 S Rochester G. & E. ...... 38 2.24 5.9 2.74 19 June 13.9 82 
8 O Rockland L. & P. ....... 11 60 5.5 ae D6 June 143 78 
29 O San Diego G. & E....... 15 80 5.3 1.33 18 July 113 60 
11 S Scranton Elec. ......... 15 1.00 6.7 1.06** D12 July 142 94 
5 O Sierra Pacific Pr. ...... 25 1.60 6.4 1.99** — July 126 80 
118 S So. Calif. Edison ...... 37s 2.00 54 2.82 23 June 13.1 71 
23 S So. Carolina E.& G..... 11 60 5.5 64 33 June 17.2 94 
4 O Southern Colo. Pr. ...... 114 70 6.1 86 2 May 134 81 
1536 S Southern Ca. 2.2.2.0... 15 80 5.3 1.13 19 July 133 71 
11 S So. Indiana G.& E..... 25 150 60 2.01 D2 July 124 75 
2 O Southwestern E. S. ..... 15 88 5.9 1.43 11 May 105 62 
23 O Southwestern P. S. ..... 20 1.12 5.6 1.45** 10 June 13.8 77 
6 S St. Joseph L. & P. ...... 28 1.60 5.7 2.11 7 June 133 76 
13 C Tampa Elec. ........... 41 240 59 3.17** 2 July 129 76 
82 S Texas Utilities ......... 41 1.88 4.6 2.92 33 July 140 64 
31 S Toledo Edison .......... 12 70 58 .99 13 June 12.1 71 
7 O TucsonG. E.L.& P... 29 160 5.5 2.02 24 June 144 79 
23 © Unsieed Milam. ......000%. 42 240 57 2.38 D16 Dec. 17.6 100 
2 O Upper Peninsula Pr. .... 17 Lae 673 1.37 1 June 124 88 
24 S Utah Power & Light .... 31 180 58 2.35 D3 July 132 77 
@® S Virginia E. & P. ....... 26 140 54 1.80** 8 July 145 78 
18 O Wash. Water Pr. ....... 27WD1.30 48 1.59 2 «July 170 81 
100 S West Penn Elec. ........ 35 2.00 5.7 3.04 14 July 115 66 
54 O West Penn Pr. ......... 39 185 4.7 2.28 7 June 17.1 81 
8 O Western Lt. & Tel. ..... 26 160 6.2 2.25 12 June 116 71 
19 O Western Mass. Cos. .... 32 2.00 63 2.10 D22 Dec. 15.2 95 
73 S Wisconsin E. P. ....... 25 1.30 5.2 1.73 — June 145 75 
26 O Wisconsin P. & L. ...... 21 1.20 5.7 1.52 25 June 13.8 79 
I ic cecensvcsonneain 5.7% 13.4 75% 
Canadian Companiestt 
134 C Brazilian Trac. L.& P... 11 $1.00 9.1% $2.47 5% Dec. 45 40% 
15 C Gatineau Power ........ 18 1.20 6.7 1.30 Dil Dec. 13.8 92 
8 C Quebec Power .......... 18 1.00 5.6 1.17 Dil Dec. 15.4 86 
37 C Shawinigan Water&Pr.. 45 145 3.2 1.84 D7 Dec. 245 79 
16 C Winnipeg Elec. ......... 38 =—240) 3263 2.26 D7 Dec. 168 106 





December, 1951. March, 1952. May, 1952. June, 1952. July, 1952. B—Boston Exchange. 
C—Curb exchange. O—Over-counter or out-of-town exchange. S—New York Stock Exchange. 
D—Decrease. NC—No comparable figures available. WD—When delivered. *If additional 
common shares have been recently offered, earnings are adjusted to give effect to the offering. 
Percentage change is in the balance available for common stock. ¢{While these stocks are listed 
on the Curb, Canadian prices are used. (Curb prices are affected by exchange rates, etc.) 
# Stock dividend also paid in 1951. **Average number of shares. x—The dividend pay-out ratio 
would be 74 per cent on the basis of budgeted earnings of $1.90 for the calendar year 1952. 
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4 HERE will it all end?” is a 

question one hears more and 
more often from those concerned with 
the ever-increasing congestion in Ameri- 
can cities. A frank answer to the ques- 
tion has been given by Alfred J. Lund- 
berg, past president of the American 
Transit Association and the California 
State Chamber of Commerce. Accord- 
ing to Lundberg, it will never end unless 
there is a radical “reorientation” of pres- 
ent thinking with respect to streets and 
highways on the one hand, and transit 
on the other. 

The inability of public transit to com- 
pete with the automobile is the crux of 
the problem, as Lundberg sees it. As 
automobile use increases, wider streets 
and new freeways are built to take care 
of the load, which in turn become 
crowded to capacity during peak hours. 
More road facilities then have to be built 
with consequent dislocation of homes 
and businesses and the withdrawal of 
more property from the tax rolls. Transit 
companies are forced to ask for higher 
fares to offset losses owing to increased 
competition, thus further encouraging 
the use of the automobile. The city is 
then faced with an acute parking prob- 
lem and more millions are required to 
build expensive underground garages. 
The whole situation is aggravated by 
what Lundberg calls our “cave man” 
habits in the use of time. The conven- 
tional business hours result in everyone 
moving to and from the city about the 
same time. 


HE inadequate earnings permitted 
most transit companies mean an 
eventual end to transit development, par- 
ticularly in suburban areas where transit 
is at its worst disadvantage. Lundberg 
points to the growth of theaters, restau- 


What Others Think 


A Cheap and Practical Solution to 
The Transit Problem? 


rants, and shops in the suburbs which 
has eliminated all but the peak loads from 
transit, while union regulations forbid 
companies to hire peak-load employees. 
The tremendous expense involved in 
handling peak-load business means that 
costs will continue to rise, and suburban 
fares will go higher and higher whether 
the system is publicly or privately 
owned. 

Lundberg rejects public ownership as 
a solution to the problem. “In the direct 
form,” he states, “it is sure to get mixed 
up in politics, because it has so large 
an effect on property value.” In the in- 
direct form, the creation of an authority 
“requires the riders to pay the whole bill 
except for the taxes that are shifted to 
the general taxpayers, and hence, except 
for this latter feature, it cannot solve 
anything that private ownership cannot, 
while the loss of recourse to a [public] 
utilities commission and the courts is 
certainly undesirable from the traditional 
American point of view.” 


UNDBERG’s plan for minimizing decen- 
tralization, congestion, and parking 
problems in American cities is a remark- 
ably simple one, costing little money, but 
requiring a few radical changes in think- 
ing and custom. In Lundberg’s words, 
it is a plan to save “billions in the United 
States in the way of future expenditures 
. . countless lives otherwise to be lost 
in traffic, to say nothing of injuries, 
property damage, and so on. . . . rescue 
existing values in city property, and in- 
crease the comfort of living in cities and 
suburbs .. .” Three steps must be taken, 
each related to the others: 

1. “Instead of merely talking about 
staggered hours, place an economic in- 
centive on spreading the present peaks 
over a couple of more hours at least, by 
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WHAT OTHERS THINK 


changing all transit fare structures, ur- 
ban and suburban, public and private, 
so as to bring in the same total revenue 
as now, but charging twice the rate in 
the peaks as in the nonpeaks.” Lundberg 
contends that it is quite fair to make 
peak riders pay twice as much as others, 
“since they are responsible for much 
more than that part of the whole cost 
by all trying to ride at once.” In this 
manner the peaks would be spread, for 
everyone who could manage to ride out- 
side the peaks would do so. Since the 
equipment is already there for the peaks 
and the labor already paid for, the fares 
of those riding outside the peaks would 
be a net gain to the whole operation. 

2. “Place an economic incentive on 
using transit to go to and from busi- 
ness, by requiring as a condition of 
license to operate any downtown garage 
or parking lot, that the rate structure 
must be strongly biased against all-day 
parking. By the same token, it would 
be strongly biased in favor of shoppers 
and those who come downtown in the 
nonpeak to do business.” 

Furthermore, Lundberg continues, 
“all curb parking of pleasure type auto- 
mobiles in the downtown area should 
be entirely eliminated from 8 A.M. to 
6 p.m. of business days. There would be 
plenty of off-street parking downtown 
if it weren’t for the all-day parkers.” 
These measures would help to make the 
transit rate structure outlined in Step 
1 effective, while clearing streets for 
moving traffic, loading and unloading 
goods, and stimulating the use of taxi- 
cabs which do not need to be parked 
all day but do need stands for convenient 
use. Lundberg suggests charging all- 
day parkers at least $2 a day and elimi- 
nating stall renting at a lesser rate. 
Implementation of Step 2, he states, 
would have the further advantage of 
eliminating double parking of trucks and 
similar vehicles, now so often unavoid- 
able. 

3. A special “foolproof type of sub- 
sidy” to give more and better transit 
facilities, particularly for suburban op- 
erations. In the case of private operations, 
Lundberg would “furnish from public 


funds to the operator, off-grade rail lines 
where needed, otherwise fixed plant for 
trolley coaches, with all necessary sta- 
tions, turnouts for trolley or motor 
coaches, plus exclusive rights of way on 
freeways for trolley coaches and busses, 
and oft-grade approaches to the terminals 
in the cities which should be near but not 
in the heart of the business district, and 
properly scattered to reduce congestion. 
Also furnish the equipment itself for the 
peak service, which in suburban service 
will be about 70 per cent of all. All this 
to be leased to the operator, maintained 
and insured by him, but replaced by the 
public when worn out.” 


NDER Lundberg’s plan, all this would 

be done under the supervision of the 
public utilities commission “under a con- 
tract which would provide among other 
things that no part of the publicly owned 
equipment was to be included in the op- 
erator’s rate base, nor would any allow- 
ance for depreciation or replacement of 
it be included in the rates.” No value 
could ever be claimed for the contract in 
rate proceedings or purchase of the sys- 
tem for public ownership. The publicly 
owned equipment would be used in peak 
service only and, in the case of rail opera- 
tions, would consist of fully articulated 
trains with power-operated doors and all 
other devices to permit one-man opera- 
tion. 

The equipment would be designed 
to furnish the latest in comfort, speed, 
and safety to afford a pleasing contrast 
to automobile travel. “Since the fares 
would not have to include fixed charges 
on terminals, off-grade tracks, or peak 
equipment,” Lundberg continues, “and 
the labor cost per passenger would be 
so low, fares like 10 cents peak and 5 
cents off-peak for the entire commuter 
radius of forty-five minutes to one hour 
from downtown would be well within the 
bounds of possibility.” 

Lundberg sees numerous advantages 
in his plan, not the least of which is the 
cost factor. It would first of all spread 
the peaks from the present two hours to 
as much as four hours, thus doubling the 
effective capacity of all existing streets. 
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“THE PROBLEM CHILD” 


Employees, instead of resisting hour 
staggering, would ask for it, he believes. 
It would go a long way to solving the 
parking and double-parking problem by 
eliminating all-day parking and furnish- 
ing more room for shoppers. In addition, 
he continues, “it would provide attrac- 
tive peak transit service, whose capacity 
would be immediately increased by the 
spreading of the peaks and later by the 
provision of peak equipment as well as 
off-grading and extensions where needed. 
The otherwise inevitable rise in fares 
could be stopped, and in fact substan- 


tially lower fares than at present could 
be provided by reason of the present 
subsidy.” 


B* making it easier and attractive to 
shop downtown due to less conges- 
tion and more off-street parking space, 
Lundberg feels his plan would rescue 
downtown property values and the high 
tax base they produce, at the same time 
increasing outlying property values by 
reason of readier access to the downtown 
area. 

It would provide a form of subsidy, 


SEPT. 25, 1952 456 























WHAT OTHERS THINK 


which Lundberg regards as inevitable 
anyway, which would be “free from 
abuse, incapable of deceptive bookkeep- 
ing, and entirely workable whether under 
private or public ownership.” Finally, 
it would require comparatively small 
outlays of capital at the beginning, due 
to the fact that existing peak transit facili- 
ties will be ample with the peaks spread. 
As time goes by, he continues, “exten- 
sions and all sorts of facilities that will 
enable transit to really compete in con- 
venience and speed with the automobile, 
can be provided for a small fraction of the 
outlay that the creation and maintenance 
of X number of highways, freeways, and 
parking facilities would cost. The total 
tax base will be increased, not reduced.” 

Lundberg would use gas tax money, 
in line with Step 3, to provide peak 
transit facilities, parking areas at station 
stops in the suburbs, and convenient 
downtown terminals, because, he states, 
“it is raised to create facilities for mov- 
ing people, and transit is the most efficient 
form for moving them.” He points out 
the tremendous saving in total gas tax 
expenditures which could be effected, 
since the cost of transit facilities would 
be so much less than the cost of freeways 


in and near cities which would otherwise 
be necessary. “One electric train track,” 
he states, “can carry as many people as 
twelve lanes of freeway . . . One trolley 
coach line, as many as five lanes of free- 
way, and eliminate downtown parking 
facilities in proportion.” Furthermore, 
Lundberg looks forward to a great re- 
duction in traffic deaths which occur 
mostly on high-speed roads. 


| gues that his suggestions are 
radical ones, Lundberg nevertheless 
insists they are based on what public 
transit could do if a “climate” were 
treated that would make it possible. He 
believes his plan makes use of public 
transit as a tool in city planning and con- 
cludes: “In each of the three steps, ends 
desirable for the public good are accom- 
plished in the good old American way of 
making it pay people to choose to do it. 
It will pay them to spread the peaks; it 
will pay them to use public transit and 
not park all day downtown. Here is 
penicillin for congestion, parking, and 
decentralization—but, as with penicillin 
itself, it won’t work unless taken in a 
sufficiently large dose.” 
—F. M. 





What’s Wrong with Railroad Regulation? 


Pipers regulation of the rail- 
roads and other methods of trans- 
portation is essential to our form of 
transportation, but regulation, to produce 
the results desired, “must conform to 
the times and be modified and adapted 
to changed conditions.” E. Frederic 
Uhrbrock, Jr., of the New York stock 
brokerage firm of Vilas & Hickey, de- 
clared recently. 

In an address before the treasury di- 
vision, western group, Association of 
American Railroads, in Atlanta, Georgia, 
Mr. Uhrbrock stated that the Interstate 
Commerce Act, by amendments and re- 
visions, deletions and additions over the 
years, has become “pretty much a hodge- 
podge.” 

The act, he added, ought to be 
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rewritten from start to finish and really 
embrace transportation without excep- 
tion, including railroads, boats, trucks, 
busses, and airplanes. 

“To continue to regulate the railroad 
industry as if it still had an effective 
monopoly on transportation,” the securi- 
ties expert stated, “is fundamentally un- 
sound. To regulate some motor carriers 
and exempt others can only lead to abuses 
and recriminations on the part of those 
subject to regulation. 

“To provide subsidies in one guise or 
another to one form of transportation 
and deny it to another is hardly a sign of 
a policy that purports to encourage the 
development of all forms of transporta- 
tion on an equal competitive basis. If we 
are to have regulation, let us be fair 
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about it and give everyone an even 
break.” 


HILE a detailed over-all revised 

transportation policy is being 
formulated, there are, however, a few 
amendments to the Interstate Commerce 
Act which could be acted upon quickly 
and be of great value to the railroad in- 
dustry, Mr. Uhrbrock said. 

The first such amendment suggested 
by Mr. Uhrbrock was one which would 
enable the railroads collectively to insti- 
tute a general rate increase under certain 
conditions. The increase, he said, should 
become effective on thirty days’ notice 
and should be subject to suspension or 
modification by the Interstate Commerce 


Commission only after hearings had been 
held, not before, as has been the ICC’s 
policy up to now. 

“Such a policy,” Mr. Uhrbrock as- 
serted, “would rectify one of the glaring 
injustices foisted upon the railroad in- 
dustry ; namely, the long delay between 
the granting of higher wages by one gov- 
ernmental body and the granting of a rate 
increase by another governmental body. 

“Just think of what such a policy would 
have meant to the industry during the 
past six years. From a dollars-and-cents 
standpoint, it would have meant better 
than $1.5 billion of net income that could 
have been used to pay for additions and 
betterments and reduce the need for bor- 
rowing as much as the industry has done 
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in order to finance its equipment pur- 
chases.” 

Another amendment that could well 
be instituted quickly prior to the adop- 
tion of a wholly revised national trans- 
portation policy, Mr. Uhrbrock noted, 
is one requiring the ICC and the public 
service commissions to grant abandon- 
ment petitions instituted by a railroad on 
reasonable notice, with a showing of 
deficit operations. All too often, he de- 
clared, deficit operations have gone on 
year after year merely to satisfy the 
whims or desires of a relatively few ship- 
pers or travelers. 


ILLIAM T. Faricy, president of the 

Association of American Rail- 
roads, echoed Uhrbrock’s sentiments in 
comments made recently as part of a dis- 
cussion of “Government Regulation of 
Transportation” at the University of 
California. Faricy called present govern- 


ment regulation “unduly prejudicial to 
our industry and unduly preferential to 
our competitors.” 

Sharply distinguishing between gov- 
ernment regulation and government op- 
eration, Faricy said: 


Regulation is a legitimate function 
of government to the extent that it is 
necessary to protect the public from 
unduly selfish or monopolistic prac- 
tices. In this era of competition be- 
tween several types of transportation, 
regulation is as necessary as an umpire 
in a baseball game. 


Contrasting government operation of 
the railroads in World War I with 
private operation of the roads during 
World War II, Faricy asserted the two 
experiences illustrate “what can happen 
when government regulation spills over 
into the field of government operation.” 

—F. M. 





Death of a Transit System 


AST spring the Schenectady Railway 
Company gave up the ghost and 
went out of business. As the Baltimore 
Sun pointed out in a recent editorial, the 
story was an all too familiar one of costs 
higher than income in the face of an al- 
ready sizable debt. So desperate was the 
situation of the company that even the 
city fathers refused to take over the sys- 
tem and operate it as a public enterprise. 
No money was available to pay the bills 
of the company. As a result, the people 
of Schenectady, a city of some 100,000 
inhabitants, have had the choice of walk- 
ing or driving their automobiles, while 
employees of the company found them- 
selves out of work. 

The remains of the company are now 
up for auction. Busses, real estate, other 
equipment, franchises, and rights of way 
will go to the highest bidder and 
Schenectady may well end up, at best, 
with half a dozen inadequate piecemeal 
one-route bus opportunists, each leaving 
large areas unserved. The Baltimore Sun 
has called attention to several lessons 
which may be drawn from the dismal 


experience of the Schenectady Railway: 


To consumers: that except in the 
largest centers they don’t actually need 
public transport in this age of private 
automobiles, but that (if they are cost- 
minded) private transport costs them 
a lot more and has its own set of in- 
conveniences. 

To regulatory bodies: that transit 
managements will not and cannot keep 
going on red ink. 

To transit labor: that there is such 
a thing as carrying management-bait- 
ing too far. Transit managements, 
beset on all sides by difficulties, still 
have one ace up their sleeves, which 
is that they can quit. In this sick in- 
dustry transit labor, if it wants job 
security, had better look to the health 
of the patient. 

To transit managements: that they 
had better not count on being bailed 
out by municipalities, and that they 
can no longer carry on their opera- 
tions on the assumption that the serv- 
ices they provide are indispensable. 
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The March of 
Events 


In General 


Gets ICC Authorization 
Se Interstate Commerce Commis- 

sion has authorized the Tennessee 
Central Railway to extend service to 
new coal fields in Putnam county, Ten- 


nessee, and supply fuel to a Tennes- 
see Valley Authority steam plant near 
Kingston, Tennessee. 

The railroad will build eight miles of 
new spur track. 


California 


Municipal Railway Issue to Go 
On Ballot 


HE board of supervisors of San 

Francisco recently gave final ap- 
proval to placing a $6,620,000 bond issue 
for rehabilitation of the Municipal Rail- 
way before the voters. Supervisors 
Marvin Lewis and Chester MacPhee 
continued to oppose submission of the 
proposition. Although they voted to sub- 


mit, Supervisors George Christopher and 
Edward Mancuso restated their opposi- 
tion to the expenditure. 

“Some of this money will be spent to 
tear up the car tracks on Geary street 
and install trackless trolley service,” 
Lewis said, “The people in the Richmond 
district want the streetcars retained.” 

Lewis added that the plan to buy more 
gasoline busses is “unpopular” with 
railway patrons. 


Georgia 


Token Fares Hiked 


Bie state public service commission 
on September 4th authorized the 
Atlanta Transit Company to increase its 
token fare by 1} cents, effective Sep- 
tember 5th. At the same time, the com- 
mission authorized the Metropolitan 
Transit Company to increase its fares 
to the nearest nickel—an increase that 
will average about 2} cents a fare. 
Atlanta Transit tokens have been sell- 
ing at four for 45 cents, 11} cents a 
token. The new rate will be four tokens 
for 50 cents, 12} cents a token. The 15- 
cent cash fare remains unchanged. 
Metropolitan Transit’s fares vary on 
different routes serving the suburban 


area. Those who have been paying 16 
cents or 19 cents on certain routes will 
henceforth pay 20 cents under the “near- 
est nickel” increase authorized. The 
commission, however, ordered Metro- 
politan Transit to issue free transfers 
good for a ride on Atlanta Transit lines. 
The free transfer is good for a ride on 
Metropolitan only on payment of the 
15-cent ATC cash fare. 

The commission approved a proposal 
by Atlanta Transit whereby the com- 
pany will sell much of its rolling equip- 
ment and then lease it back from the pur- 
chasers, The rate increases were granted 
on the basis that the company would 
carry out the sale and lease-back pro- 
posal, it was said. 
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THE MARCH OF EVENTS 
Illinois 


Bus Fare Rise Plea Studied 


PROPOSAL by the East St. Louis City 

Lines, Inc., to increase its bus fare 

from 7} cents to 10 cents within East 

St. Louis was taken under advisement 

early this month by the Illinois Com- 
merce Commission. 

The commission wound up the hear- 
ings after the attorney representing East 
St. Louis attacked the company’s method 
of figuring operating costs to back its 
increase request. In questioning the 


operating manager, he tried to show 
bridge route costs were being partly allo- 
cated to city routes in the company’s 
figures. The operating manager had 
previously testified that bridge operations 
can no longer support city operations in 
East St. Louis. The bridge route to St. 
Louis, on which fare is now 10 cents, is 
not included in the fare increase peti- 
tion. National City Lines of Chicago is 
parent company of East St. Louis City 
Lines. 


Kentucky 


Asks Gas Rate Increase 


HE Western Kentucky Gas Com- 

pany this month asked for permis- 
sion to increase its rates enough to bring 
in an additional $669,595 a year. 

At the same time, the company asked 
the state public service commission to 
approve a revision and standardization 
of its rate schedules. This would have 
the effect of lowering certain rates in 


some localities. The commission set 
October 14th for a hearing on the 
application. 

The company said it has operated 
since 1930 without ever having increased 
its general gas service rates. During 
most of these years, the company added, 
it has operated at less than a fair return 
on its investment, continuing to rely 
upon growth of the business to eventually 
produce a full return. 


Massachusetts 


Pipeline Approved 


HE state executive council early this 
month granted the Algonquin Gas 
Transmission Company licenses to con- 
struct natural gas pipelines under the 
Taunton and Palmer rivers. 
The licenses were granted without 
charge because they contain a provision 


requiring the company to remove the 
lines if the state public utilities depart- 
ment so orders. 

Under the licenses, the company is 
authorized to construct a 10-inch pipeline 
under the Taunton river between Berk- 
ley and Taunton, a 12-inch line between 
Berkley and Dighton, and a 4-inch line 
under the Palmer river in Rehoboth. 


Missouri 


Transit Group Reports 


HE committee appointed by Mayor 
Darst on May 4th to study the 
feasibility of public ownership and opera- 
tion of a mass transit system in St. Louis 
has reached a tentative conclusion and 
will make its report some time this 


month to the mayor, it was said recently. 
Samuel H. Liberman, attorney and 
chairman of the group, known as the 
Mayor’s Committee on Transit Owner- 
ship, said he had prepared a preliminary 
draft of the committee’s findings. 
Liberman emphasized that the recom- 
mendation would not be made public 
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until it is finally approved and presented 
to the mayor. 


Adopts New Policy on Tax 
Reserves 


A! policy of treating tax reserves 
of a public utility as being avail- 
able for use as part of the working capi- 
tal of the company, thereby reducing the 
amount allowed for such capital in the 
utility’s rate-making base, was adopted 
recently by the state public service com- 
mission in a telephone valuation case. 
In this action the state commission 


followed the lead of regulatory commis- 
sions in several other states and the 
Federal Power Commission in scaling 
down allowances for working capital as 
part of a rate-making base, to the extent 
that tax reserves were available for use 
as cash. 

The commission, in fixing a rate base 
of $1,070,920 for the Central Missouri 
Telephone Company of Warrensburg, 
and granting a rate increase of $74,000 
a year, reduced a proposed $85,000 work- 
ing capital allowance to $36,000 for this 
year, because tax reserves were available 
to the company. 


cd 
Virginia 


Phone Increase Requested 


ts Chesapeake & Potomac Tele- 
phone Company of Virginia made 
a plea recently for $5,333,000 annually 
in additional gross revenues. 

Company officials told the state corpo- 
ration commission that amount of money, 
in the form of increased rates, is needed 


to give C&P additional net earnings of 
$2,428,000 and a return of “less than 7 
per cent” on original investment. 

Accountants for the state commission, 
however, disagreed widely with the com- 
pany’s picture of its financial condition. 
The commission staff figured the com- 
pany can earn a 6 per cent return, which 
has been set as standard. 


* 
Washington 


PUD’s Have New Purchase 
Plan 


S* western Washington public utility 
districts propose to issue $107,000,- 
000 in revenue bonds to buy jointly 
Puget Sound Power & Light Company’s 
remaining properties. 

Details of the purchase proposal were 
announced recently by Harvey Benson, 
chairman of a joint PUD purchase com- 
mittee. The plan eliminates Whatcom 
County Public Utility District, which 
withdrew from a joint purchase proposal 
made previously. 

Under the new plan, the over-all price 
would be $89,490,000 for all Puget’s 
properties outside those of Whatcom 
county. Mr. Benson said this price is 
based on a June 30, 1952, valuation of 
Puget properties. To this would be 
added about $3,600,000 for supplies on 
hand, accounts receivable, and other 
items. 


The difference between the amount 
which would be paid to the company and 
the $107,000,000 total in bond issues 
would provide working and construction 
funds, pension fund adjustments, and 
acquisition expenses. Under the previous 
7-PUD plan, it was proposed to issue 
$115,000,000 in bonds, including a $25,- 
000,000 issue by the Whatcom PUD, 
which withdrew. Under the new plan, 
each of the six PUD’s will be asked 
to issue larger bond issues. A higher 
valuation on Puget properties, as well 
as elimination of Whatcom, are factors 
in the increase. 

The new plan calls for Snohomish and 
Chelan County PUD’s to issue bonds for 
$11,202,000 each. These two districts 
already own distribution systems in their 
counties. Jefferson County PUD’s bond 
issue would be $11,703,000; Kitsap, 
$28,285,000; Skagit, $22,912,000; and 
Thurston, $21,696,000. 
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Progress of Regulation 


No Return Allowed Transit Company on Securities 
Representing Cost of Abandoned Property 


aN investigation by the Massachusetts 
commission into rates filed by a 
transit company resulted in the issuance 


_ of an order approving, with some modi- 


fications, the filed schedules. The com- 
pany provides local and interurban bus 
service in and between seventy different 
communities, 

The proposed fare was 15 cents cash, 
two tokens for 25 cents, and a weekly 
ticket for $2.25. The company also pro- 
posed a rearrangement of fare zones. The 
first fare zone beyond the basic fare limit 
was to be 24 miles with an additional 5 
cents payable for each 14 mile thereafter. 

In determining a rate base, the com- 
mission observed that most of the street 
railway property responsible for a sub- 
stantial valuation found in 1918 had been 
abandoned. The company’s outstanding 
equity securities, for the most part, had 
been issued to obtain this property. The 
company’s surplus deficit was almost ex- 
actly equal to the par value of these se- 
curities. In discussing the company’s 
earnings requirement, the commission 
said : 


The only conclusion we can draw 
from this situation is that there now 
remains substantially no equity money 
invested in this enterprise represented 
by property used and useful in the pub- 
lic service. We do not believe we are 
called on or that we should consider 
that the public must furnish respondent 
with the earnings necessary to support 
the market for these equity securities. 
We think this is a classic case demon- 


strating the frailties of the rules laid 
down in the Hope Natural Gas Co. 
Case, 320 US 591, 51 PUR NS 193, 
to which so much attention has been 
paid. 

Respondents’s investors have sunk 
millions of dollars in street railway 
equipment, which has been made obso- 
lete by developments in the art which 
could not have been foreseen. We do 
not believe that the law compels us to 
see that the investment which these 
people made is kept inviolate regard- 
less of inventive and social changes. 


After stating that the law was well set- 
tled that obsolete and abandoned prop- 
erty should not be considered in a rate 
base, the commission pointed out that it 
would be a “remarkable proposition that 
we should refuse to include such obsolete 
properties .. . but should include among 
the securities upon which the respondent 
must be allowed to earn income, the equity 
funds used to acquire such property.” 
The commission gave little attention to 
the impressive evidence as to cost of 
money and rate of return on equity se- 
curities of transit companies. 

No allowance was made for working 
capital, in accordance with the commis- 
sion’s determination in earlier proceed- 
ings involving transit companies. 

The rates which the company proposed 
would give it an operating ratio of 95.08 
per cent, The commission did not believe 
that such a ratio was so far in excess of 
a safe margin as to require substantial 
modification and indicated that the over- 
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all results sought by the company were 
no more than reasonable and proper. Re 


Eastern Massachusetts Street R. Co. 
DPU 9750, July 30, 1952. 


e 


Exchange and Lease Disapproved 


HE exchange and leasing of transit 
facilities, tracks, and franchises by 
the trustees in reorganization of transit 
corporations was denied by the New 
York commission. It was admitted that 
the proposed conveyances and leases 
could not be justified when considered 
by themselves. 
The plan was proposed as a step in re- 
organization of one of the corporations, 
but the proposed plan would not result 


in reasonable, adequate, and proper trans- 
portation service. Rather than starting 
with a clean slate, one of the companies 
would still be faced with outstanding lia- 
bilities incurred in streetcar operations 
and would not be a financially sound 
utility capable of purchasing a fleet of 
busses which would enable it to provide 
bus transportation. Re Doyle (Third 
Avenue Transit Corp.) Case 15900, Au- 
gust 11, 1952. 


e 


Bus Ticket Requirement Waived and Deduction from 
Miners’ Wages Permitted 


MOTOR carrier authorized by the 

Colorado commission to transport 
miners had agreed with a mining com- 
pany that, in lieu of selling tickets or 
collecting cash fares, miners would sign 
“application for bus transportation” slips 
authorizing the mining company to with- 
hold from wages or compensation $7 each 
half month for bus fare. These slips are 
forwarded to the office of the mining com- 
pany and each pay period the amount 
specified on the “application slip” is de- 
ducted from the miners’ wages and in 
turn paid to the carrier for bus service. 


The commission said that these “appli- 
cation slips” did not conform to its rules 
and regulations providing for the sale of 
tickets at tariff rates to cover transporta- 
tion, which tickets must be taken up and 
canceled by the driver or persons in 
charge. The commission, after stating the 
facts, granted a request for an order au- 
thorizing the use of the “application 
slips” in lieu of providing and selling 
tickets. Re Rule No. 32, Rules and Regu- 
lations Governing Common Carriers by 
Motor Vehicle, Case No. 5045, PUC 
No. 2193, July 16, 1952. 


= 


Insufficient Evidence Causes 


UTHORITY to conduct taxicab opera- 

tions was denied an individual, by 

the Nebraska commission, notwithstand- 

ing service in the field for eighteen 
months and a heavy investment. 

The commission pointed out that it 
could not grant such certificate unless 
existing service was unsatisfactory and 
existing cabs were unable or unwilling 
to provide adequate transportation facili- 
ties after being given an opportunity to 
do so. 

In this instance the record disclosed 
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Denial of Taxicab Certificate 


some dissatisfaction with existing serv- 
ice and a desire to patronize the appli- 
cant’s service. Such a desire on the part 
of a few patrons, said the commission, 
is not controlling because the public, and 
not individuals, is to be most considered. 
In addition, the record was silent as to 
whether existing carriers could reason- 
ably satisfy such complaints and render 
passably adequate service, nor did the 
record state whether existing carriers had 
been ordered to add equipment or other- 
wise improve existing service. 


464 











» 


-—— fF awe MT HA OR Rm 








ins- 
‘ing 
lies 
lia- 
ons 
ind 

of 
ide 
ird 
{u- 


¥' Orie wT 


> 
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In a dissenting opinion, it was pointed 
out that the applicant’s fitness, willing- 
ness, and ability had been amply demon- 
strated by his service rendered, and that 
such service served a useful purpose re- 
sponsive to a public demand or need. The 


& 


question to be considered, as a practical 
matter, it was said, was whether the 
applicant should be required to discon- 
tinue the service then being rendered. 
Re Gillard (Gillard Cab Co.), Applica- 
tion No. B-729, July 23, 1952. 


Transfer of Part of Urban Transportation System Disapproved 


: ie Maine commission refused to 
permit a motor carrier operating 
within a city to transfer one of its routes 
to another carrier which could handle 
the route more economically, since the 
fluctuation of business between profitable 
and unprofitable periods can better be 
absorbed by a large system involving the 
operations of several urban lines than by 
a small operator. 


The commission also indicated that the 
dissection of an urban transportation 
system simply because part of the sys- 
tem could be more economically man- 
aged by a third party would establish a 
precedent which, if pursued to its logical 
conclusion, would result in confused and 
chaotic transportation for the public. 
Re Maine Central Transp. Co. J No. 1, 
July 28, 1952. 


e 


Extra Charge Not Discrimination in Complex Switching 


se - fact that a meat packer is 
charged extra for switching service 
for transportation of livestock to a new 
plant, while competitors are charged 
only line-haul rates, does not constitute 
discrimination, says the United States 
Supreme Court, where, as distinguished 
from the packer’s plants, competitors’ 
plants are located for the most part on 
line-haul carriers’ rails and no compli- 
cated switching movements are therefore 
involved. 

Neither, said the court, does the fact 
that dead freight delivered to the siding 
at line-haul rates, with the switching 
charge included, constitute a discrimina- 


tion against livestock where the nature 
of the switching services required by 
livestock is different from, and more 
complex than, the nature of such service 
required by dead freight and where the 
line-haul rate for livestock has never con- 
templated such switching service. 

It was pointed out that the packer did 
not contend that the switching charge 
was unreasonable but that such rate was 
so high that it was uneconomical to use. 
Such a claim, held the court, does not, 
in and of itself, establish the unreason- 
ableness of the rate. Swift & Co. v. 
United States (May 5, 1952) 72 S Ct 
716. 


e 


Local Rates for Company Serving in Several Jurisdictions 
Based on Entire Operations 


n order of the District of Columbia 
commission authorizing the Poto- 
mac Electric Power Company to increase 
rates to yield a return of 54 per cent was 
affirmed by the Federal district court 
for the District of Columbia, It was held 
that the evidence sustained the order. 
The company serves the District of 
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Columbia and certain parts of Maryland 
and Virginia, adjacent to the nation’s 
capital. The principal objection to. the 
rate order was the fact that the commis- 
sion, in fixing the rate base and in de- 
termining the cost of furnishing service, 
considered all of the company’s property 
and operations as an entirety. It was 
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claimed that the commission should have 
segregated the property employed and 
the costs incurred in connection with the 
operations of the company in the District 
of Columbia only and that rates should 
have been fixed on that basis. 

The court concluded that the commis- 
sion was not required to make a segrega- 
tion as between property used in the 
District of Columbia and that employed 
in serving Maryland and Virginia. Nor- 
mally the unit for rate-making purposes 
is the entire interconnected operating 
property of the company without regard 
to geographical subdivisions, although 
conditions may be such as to require 
or permit the segregation of a smaller 
unit. Whether a smaller unit should be 
used as a basis for rate making is a mat- 
ter of discretion for the commission, 

The court said that where part of the 
business is subject to state regulation and 
part to Feedral regulation, the state must 
segregate the property used in the intra- 
state business and establish intrastate 
rates on the basis of the segregated prop- 
erties. Similarly, costs must be allocated 
as between intrastate and interstate busi- 
ness. This is necessary to prevent a con- 
flict between state and Federal powers. 


But such a segregation and allocation are 
not mandatory if the business of the com- 
pany is subject to regulation by two or 
more states, no part of it being subject 
to Federal supervision. 

The court believed that from a social 
and economic standpoint the use of the 
entire property as a rate base was sound, 
The same power house supplied electric 
current to customers in the three juris- 
dictions. A segregation would be purely 
artificial and, in part at least, arbitrary. 
It was argued that the District of Colum- 
bia customers suffered because the cost 
of rendering service increases with dis- 
tance from the powerhouse and with a 
decrease in density of population. How- 
ever, some of the urban areas in near-by 
Maryland served by the company are 
closer to the principal powerhouse than 
some sections of the city of Washington. 
The court said that the District of Co- 
lumbia boundary, wtih recent movements 
of population, becomes very largely a 
theoretical line and that the metropolitan 
area, like the metropolitan areas of many 
other large cities, is a single unit to all 
intents and purposes. Leeman et al. v. 
Public Utilities Commission et al. 104 
F Supp 553. 


e 


Municipal Franchise Taxes Billed Separately and 
Recovered Locally 


TT: Utah commission authorized an 
electric rate increase which would 
yield a return of 6 per cent on an invest- 
ment rate base. But the commission dis- 
approved a proposed rate schedule and 
ordered the company to file a new one 
designed to produce the authorized in- 
crease. 

The company claimed that municipal 
franchise or license taxes should be in- 
cluded in its over-all expenses and 
charged against all ratepayers in the 
state. The commission held, however, 
that this would be unfair to customers 
residing outside of the cities imposing 
the taxes. It would encourage all cities to 
levy as high a franchise tax as possible 
and require nonresidents to help pay for 
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the upkeep of the city. The commission 
thought that citizens should be conscious 
of all local taxes. It found, therefore, that 
such taxes should be billed separately and 
charged against the ratepayers of the 
municipalities which levy the taxes. 
The company attempted to justify a 
proposed fuel adjustment clause by the 
fact that a large growing proportion of 
its supply of electric energy comes from 
steam plant generation. The cost of fuel 
for steam plant purposes has increased 
approximately 100 per cent in the last 
ten years. The commission disapproved 
such a clause, observing that all of the 
company’s operating expenses have 
greatly increased during that period. 
It could see no greater reason why any 
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automatic adjustment in rates should be 
made to compensate for changes in the 
price of coal than for changes in the cost 
of labor, materials, and taxes. An auto- 
matic adjustment of rates to compensate 
for increased fuel prices might encourage 
the company to be less concerned in pur- 
chasing fuel at the lowest possible price, 
since any amount paid for fuel over the 
base figure would be automatically com- 
pensated for in rates. 

The commission believed that the com- 
pany could reduce advertising and sales 
promotion expenses without impairing 
the effectiveness of sales promotion ac- 
tivities, However, evidence in the case 
was such that any reduction in these 
expenses by the commission would have 
to be done on an arbitrary basis. The 
commission observed that much of the 
money was spent for the purpose of en- 
couraging additional uses of electric en- 
ergy by present customers, New and 
increased use of electricity by old cus- 
tomers is one factor which has enabled 
the company to absorb greatly increased 
labor and material costs and taxes with- 
out increased rates. Consequently, a mod- 
erate amount of sales promotion and 
advertising expense was considered bene- 
ficial to the customers. 

The commission, noting that some ad- 
vertising expenses were for the purpose 


4 


of counteracting public power move- 
ments, said: 


The principal justification given for 
this type of expenditure is to protect 
investors in privately owned public 
utilities from publicly financed com- 
petition in the electric utility business. 
The ratepayers’ interest in this type of 
advertising might be that to the extent 
public power threatens privately owned 
utilities, investors in the securities of 
a private electric utility may require a 
larger return in the way of interest or 
dividend payments before investing in 
utility securities. To the degree that the 
threat of public power affects the will- 
ingness of investors to invest in the 
securities of privately owned utilities, 
the cost of money with which to pro- 
vide utility plant is increased to the 
privately owned utility and therefore 
the rate of return required by the pri- 
vately owned utility is increased. The 
customers of a privately owned utility 
are required to provide a return to in- 
vestors which will be sufficient to main- 
tain the financial integrity of the 
enterprise and permit the company to 
readily obtain new money for new 
plant when needed. 


Re Utah Power & Light Co. Case No. 
3780, July 29, 1952. 


Electric Co-operative Ousted upon Annexation of 
Territory to Municipality 


A= electric co-operative author- 
ized to serve a territory contiguous 
to a municipality had no right to continue 
to serve that territory upon annexation 
to a municipality, held the Arkansas 
Supreme Court. A private company had 
been authorized to serve in the munici- 
pality. 
The court decided that the co-operative 


e 


Discrimination in Right to Serve Space-heating Consumers Not 
Unlawful Where Limited Supply Varies between Companies 


F pee yong order, denying a nat- 
ural gas company authority to in- 
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was authorized to serve a rural area. If 
such territory is contiguous to a munici- 
pality, the normal trend of a town or city 
is to build, and one claiming rights per- 
taining only to rural territory enters 
such area with notice that the municipal 
corporation will very likely expand. 
Farmers Electric Co-op. Corp. v. Arkan- 
sas Power & Light Co. 249 SW2d 837. 


crease the number of space-heating cus- 
tomers while granting such authority to 
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other companies, was not an unlawful 
discrimination, according to the Ohio 
Supreme Court. There was a gas short- 
age in the state making curtailment of 
gas service necessary. Some companies 
had more of an available gas supply than 
others, and to allow these companies to 
increase the number of their space-heat- 
ing customers, while denying such au- 
thority to companies with limited supplies 
of gas, was not unlawful discrimination. 

The companies protested the commis- 
sion rule that the company determine 
whether a customer had connected gas- 
fired space-heating equipment which was 


not eligible for service, to direct the con- 
sumer to disconnect such equipment if 
not eligible, and to discontinue the sup- 
ply of gas to the consumer if he failed 
to comply with such direction. They ob- 
jected that this required the companies 
to exercise judicial or quasi judicial func- 
tions and that it was a delegation of 
legislative powers. The court held that 
the answers to the questions were pecul- 
iarly within the knowledge of the com- 
pany and that the duties imposed upon 
them were merely ministerial in nature. 
Cincinnati Gas & E. Co, v. Public Utili- 
ties Commission, 106 NE2d 642. 


e 


Needy Carrier Receives Benefit of Division of Revenues 


HE United States Supreme Court 

held that, notwithstanding the pro- 
vision in the Transportation Act that 
through routes and joint rates may not 
be established for the purpose of assist- 
ing a carrier to meet financial needs, the 
Interstate Commerce Commission may 
establish joint rates in place of combi- 
nation rates over an existing through 
route for the purpose of ordering a divi- 
sion of revenues which will assist a finan- 


cially weaker carrier in its business. 

The court, reviewing a commission 
order, pointed out that the commission 
did not establish through routes but that 
such routes were already in existence. 
Since the commission’s order did not 
establish a through route, it was held, 
such prohibition did not affect the com- 
mission’s power in this case, United 
States v. Great Northern R. Co. June 
2, 1952. 


+7 
Tax Accruals Preclude Working Capital Allowance 


sb Kentucky commission, in fixing 
natural gas rates, refused to make 
any allowance for cash working capital. 
The rates prescribed would permit the 
company to accrue large sums for income 
tax purposes in advance of the due date. 
These tax accruals would be available to 
the company for the general conduct of 
its business and the minimum balance 
would more than offset the amount 
claimed for cash working capital. The 
company had suggested a working capital 
allowance in the amount of one-eighth of 
certain operating expenses. 

Although the requested rate increase 
was disapproved, the commission did au- 
thorize higher rates to produce a return 
of approximately 6.5 per cent on a net 
original cost rate base. The commission 
believed that such a return would enable 
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the company to pay operating expenses, 
interest on borrowed money, obligations 
to stockholders, and to attract the capital 
necessary to continue to provide adequate 
service. 

The commission rejected evidence of 
estimated cost new as the sole method 
to be used in arriving at a rate base. This 
was considered to be another variation of 
reproduction cost. The commission said 
that any reproduction cost new appraisal 
is necessarily an estimate and is at best 
highly speculative. It did, however, in 
conformance with the requirements of 
Kentucky statutes, consider the estimated 
cost new rate base as one item. Original 
cost of plant and capitalization were also 
considered for rate-fixing purposes. Re 
United Fuel Gas Co. Case No. 2349, Au- 
gust 11, 1952. 
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PROGRESS OF REGULATION 


Intrastate Freight Rate Increases Influenced by 
Interstate Increases 


{ e~ Louisiana commission ordered 
increased intrastate railway freight 
rates, even though the record did not 
warrant such increases, because of the 
threat that the Interstate Commerce 
Commission, under § 13 of the Interstate 
Commerce Act, would freeze intrastate 
rates not subject to regulation by any 
state authority and impose the increases 
despite the commission’s refusal to do so. 

The commission, however, refused to 
increase rates on certain commodities un- 
til further study and said: 


& 


There are certain commodities mov- 
ing within Louisiana as to which the 
evidence adduced by the carriers to 
support a rate increase is so weak that, 
regardless of the degree of coercion 
under which we labor, we shall find it 
necessary to study further before we 
can acquiesce in the action of the Fed- 
eral authority. 


Ex parte Arkansas & Louisiana Missourt 
R. Co. et al. No. 5700, Order No. 5963, 
March 21, 1952. 


Other Important Rulings 


oo California commission held that 
proposed transit rates that would 
produce a return of 15.5 per cent on an 
83 per cent depreciated rate base and 
8.33 per cent on the normalized rate base 
were fair and reasonable where the op- 
erating ratio was 95.71 per cent and left 
only a small margin between revenues 
and expenses to provide a profit and to 
guard against contingencies which could 
develop suddenly but not ordinarily 
anticipated. Re Bay Rapid Transit Co. 
Decision No. 46911, Application Nos. 
32790, 33045, March 25, 1952. 


The California commission held that 
increased wages offered by a transit com- 
pany for a proposed labor contract should 
be included in the company’s cost esti- 
mates where the offer has been refused 
and there is no possibility of settlement 
on a lower basis. Re San Jose City Lines, 
Decision No. 46889, Application Nos. 
32541, 33121, March 25, 1952. 


The Massachusetts Department of 
Public Utilities held that to compel a 
railroad, operating three or more Budd 
cars coupled, to add another man to the 
crew to conform with the statute requir- 
ing one brakeman for every two cars 
would be unreasonable because the 
statute contemplated hand brakes, which 
are now used only for emergencies, and 
because one more man would not accom- 
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plish anything which could not be han- 
dled by the present crew. Walsh v. Bos- 
ton & Albany Railroad, DPU 10082, 
July 30, 1952. 


The United States Court of Appeals 
affirmed an order of the Civil Aeronau- 
tics Board rescinding the temporary cer- 
tificate which had been awarded an air 
carrier where the evidence sustained the 
board’s finding that the need for the 
local service involved could best be de- 
termined by reopening another carrier’s 
application and consolidating the pro- 
ceedings. Southwest Airways Co. v. Civil 
Aeronautics Board, 196 F2d 937. 


The Massachusetts commission au- 
thorized a transit company which was 
operating at a ratio of about 104.7 per 
cent to increase its cash fare from 12} 
to 15 cents and its school fare from 6 
to 74 cents. Re Fitchburg & Leominster 
Street R. Co. DPU 10112, July 30, 
1952. 


The California commission held that 
utilities seeking rate increases must sub- 
mit rate base data as well as informa- 
tion regarding future operating revenues 
and expenses because both are valuable 
indexes of earning requirements, and all 
available data must be considered with- 
out limitation to any single index. Re 
Southern California Freight Lines, De- 
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cision No. 46937, Application Nos. 
33042, 33052, April 1, 1952. 


The California commission held that 
weight should be given to rate-making 
elements other than those specifically 
mentioned in the Highway Carriers’ Act 
—namely, the cost of performing service, 
the value of facilities reasonably neces- 
sary to perform the transportation, and 
the value of the commodity transported— 
because all of the recognized elements 
of rate making should be considered in 
developing reasonable and nondiscrimi- 
natory minimum rates, but particular 
consideration should be given to those 
specifically mentioned. Re Rates for 
Various Classes of Carriers, Decision 
No. 46912, Case No. 4808, March 27, 
1952. 


The California commission held that 
the amount claimed by a motor carrier, 
transporting motion picture film, for 
travel and entertainment expenses as a 
promotional service was unreasonable 
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where the carrier held a full or partial 
monopoly on the services performed and 
new outlets for film transportation sery- 
ices were limited by governmental re- 
strictions on theater construction. Re 
Goldberg (Film Transport Co.) Deci- 


sion No, 46871, Application No 
March 17, 1952. 


- 32912 


The California commission held that 
it had the power, in granting new motor 
carrier certificates, to impose restrictions 
against the consolidation of a newly 
granted right with existing rights of the 
carrier where it is found that if the new 
rights granted were consolidated with 
existing rights, service under the consoli- 
dated rights would be counter to and in 
conflict with the public interest, con- 
venience, and necessity and the resulting 
adverse effect upon the general highway 
transportation system would far out- 
weigh the public interest. Re California 
Motor Transport Co. Decision No. 
46855, Application No. 30475, March 
17, 1952. 
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MARYLAND PUBLIC SERVICE COMMISSION 


Re Baltimore Transit Company et al. 


Case No. 5220, Order No. 49295 
July 8, 1952 


PPLICATION by transit company for authority to increase 
y 4 rates; modified rate increase authorized. 


Expenses, § 108 — Losses due to strikes — Recoupment. 


1. Losses suffered by a transit company due to a strike may not be added 
to operating expenses to effect recoupment from future rates, p. 131. 


Dividends, § 5 — Declaration — Duty of transit corporation directors. 
2. The primary duty of compensating investors in a transit company for 
the use of capital falls upon the company’s directors, who act within their 
province if they choose to redeem large blocks of debenture bonds rather 
than to conserve working capital or declare a dividend, p. 132. 


Service, § 123 — Transit company’s obligation to improve — Public relations. 
3. A transit company must be constantly on the alert to improve its service 
to make it commensurate with the requirements of the public and should 
seek by every means at its command to create and cultivate good public 
relations, p. 132. 


Rates, § 522 — Transit — Transfer charges. 
4. A transfer charge was eliminated from a local transit company’s rate 
schedule, since a person riding from one place to another on the same vehicle 
is receiving a more valuable service than one riding between two places where 
a transfer from one vehicle to another is required, because of the annoyance, 
inconvenience, and delay incident to the transfer, p. 134. 


Rates, § 526 — Transit — Zone boundaries — City limits. 


5. Local transit fare schedules in which the city zone fare is terminated 
at the geographical boundary of the city were not considered acceptable, 
since such an arbitrary zone line would result in ridiculous situations and 
would put people to the needless inconvenience of walking various distances 
to and from the city line, as passengers most probably would not pay an extra 
fare to ride the distance of a few city blocks except under most extraordinary 
conditions of weather or otherwise, p. 135. 


Rates, § 519 — Transit — Cash and token fares. 


6. Local transit rates were fixed at 17 cents cash, three tokens for 50 cents, 
8 cents children and students, and 20 cents cash for service on limited stop 
busses, p. 136. 


Revenues, § 3 — Estimate of decline after rate increase — Transit company. 
7. An estimate that the number of transit riders would be reduced by about 
6 per cent after a rate increase had been made effective was accepted by the 
Commission, p. 138. 
[9] 129 94 PUR NS 
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Return, § 108 — Transit. 


8. Rates affording a transit company a return of 5.42 per cent on its rate) 


base were approved, p. 138. 


Dividends, § 5 — Stockholder’s right to dividend. 


Statement that the mere fact that one is an owner of stock in a street rail- 
way does not per se entitle him to a dividend, p. 132. 


APPEARANCES: Joseph Allen, Peo- 
ple’s Counsel, and Norman C. Melvin, 
Jr., Assistant to the People’s Counsel ; 
Thomas N. Biddison, City Solicitor, 
Edwin Harlan, Deputy City Solicitor, 
and H. Donald Schwaab and Hugo A. 
Ricciuti, Assistant City Solicitors, for 
the mayor and city council of Balti- 
more; James A. Pine, for the County 
Commissioners of Baltimore county; 
Charles B. Bosley, for Westland Gar- 
den Apartments; Henry H. Waters 
and Hamilton O’Dunne, for The Bal- 
timore Transit Company and The 
Baltimore Coach Company. 


By the Commission: Immediately 
following the termination of the strike 
of operating, shops, and maintenance 
employees of The Baltimore Transit 
Company, and its wholly owned sub- 
sidiary The Baltimore Coach Com- 
pany, hereinafter referred to as the 
company (which began on January 
10th, and continued until January 27, 
1952), the company filed an application 
by which it sought the establishment 
of a new schedule of rates and fares 
designed to enable it to meet its 
fixed charges and provide a reasonable 
return on its rate base. The com- 
pany further stated that it proposed to 
file the new schedule within thirty days 
thereafter. 

Simultaneously with the filing of 
the aforesaid application the company 
petitioned the Commission for author- 
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ity to waive the statutory notice of 
thirty days and permit it to charge 
2 cents for each transfer issued and 
for authority to abolish the 2-trip slip, 
claiming that such action was impera- 
tive because it had just entered into 
a new wage agreement with the union 
for a term of three years and that, 
under the provisions of the agreement, 
the company’s operating expenses for 
the first year would be increased by 
approximately $800,000. The peti- 
tion further alleged that company’s 
operating income for the present year 
would fall short of its fixed charges 
even without an allowance for the in- 
creased operating costs resulting from 
increased wages. 

In view of the dire financial condi- 
tion of the company and its need for 
immediate relief, this Commission set 
the application of the company for au- 
thority to charge 2 cents for transfers 
and for authority to eliminate the 2- 
trip slip for hearing on the same date 


on which the application was filed, and 


a hearing was held on Monday, Jan- 
uary 28, 1952, and an opinion and 
order was filed on the same date. This 
Commission permitted the company to 
establish a charge of 2 cents for each 
transfer upon first presentation for 
passage for a period not in excess of 
120 days but denied the company the 


right to abolish the 2-trip slip. Sub-j 


sequently, and on May 27, 1952, the 
Commission extended the time during 
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RE BALTIMORE TRANSIT CoO. 


which the company might collect the 
cent transfer charge until such time 


' 3sthis Commission shall have rendered 


and made effective its decision in this 


(ase. 


The company filed in the permanent 
rate case on March 7, 1952, a new 
chedule of tariffs which it proposed 
0 put into effect upon approval by 


‘|this Commission. Hearings have been 


held and the taking of testimony has 
beeen concluded, all counsel having ful- 
ly co-operated and contributed to a 
prompt conclusion thereof. The com- 
any sought to establish its right to 
collect the fares proposed by it and 
offered the testimony of Mr. Russell 
G. Berryman, a member of the staff of 
Day & Zimmermann, Inc., and a com- 
petent expert, while the people’s coun- 
sel for the state and the city solicitor 
ior the mayor and city council of Balti- 
more, through Mr. Edward A. 
Roberts, also a competent expert, of- 
fered testimony based on a different 
iare structure. Both of these witnesses 
have testified before this Commission 
in previous rate cases and are thor- 
oughly familiar with the Baltimore 
Transit situation. The two experts 
agreed on certain features of the pro- 
posed fares. As it is frankly ad- 
mitted by counsel for the people 
and the city that the company is 
entitled to some increased revenue, it 
is necessary for us to determine from 
the evidence introduced the extent of 
the additional revenue and the best 
method and most appropriate manner 
by which the revenue should be de- 
rived. 

[1] The company filed a petition on 
March 12th and hearings were held 
with respect to the several proposals 
for changes in the routes of certain 
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lines and for the complete elimination 
of service on other lines. The com- 
pany did not pursue its plan to make 
changes in nighttime and weekend 
service, no mention thereof being made 
in the petition. 

These service changes and elim- 
inations which were estimated by the 
company to effect an aggregate an- 
nual saving of $163,360, will be dealt 
with by the Commission in separate 
orders. However, the conversion of 
the No. 18 trolley line to free-wheel 
operation has already been authorized 
and the new bus service is now in op- 
eration. The company estimated the 
annual savings in out-of-pocket costs 
to be approximately $30,000 from the 
conversion of this one line, besides 
eliminating the need for a capital ex- 
penditure of about $319,000 which 
would have been required if rail service 
were continued. 

The company has since, and from 
time to time, filed several new sched- 
ules with the Commission, some of 
which have been modified by the Com- 
mission and others of which have been 
allowed to become effective. All of 
these curtailments in service will re- 
sult in a decrease in operating expenses 
to the company. 


The company has reduced its main- 
tenance employees considerably—by at 
least 328—and this reduction in per- 
sonnel has had the effect of reducing 
the payroll of the company by about 
$1,275,000 annually. 


In spite of the savings to the com- 
pany by the curtailment of operations 
and the reduction in the number of 
employees, the company is still operat- 
ing at a loss each month. The losses, 
as disclosed by the monthly reports so 
far filed for 1952, are as follows: 
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January $509,813 
February . $210,853 
March $152,643 
April $60,700 
May $42,043 


January was the month of the strike. 
The severe loss sustained that month 
can never be recovered by the com- 
pany. This Commission can only set 
fares for the future and in so doing 
it does not add previous losses to op- 
erating expenses so as to permit a re- 
Something can and must 
arrest the monetary loss 


coupment. 
be done to 
presently being sustained, otherwise 
receivership or bankruptcy, in the 
offing, would become a reality and pri- 
vate enterprise might give way to pub- 
lic which 
should not be permitted except as a 


ownership—something 


last resort. 

[2] The company stresses the fact 
that it has not paid a dividend in over 
five years; that those who have in- 
vested money in this public utility are 
entitled to a return on the money which 
they have risked for the public. It is 
desirable that an investor should be 
compensated for the use of capital 
furnished by him, but the primary 
duty of making that possible falls 
upon the management of the company. 
Directors chosen by the stockholders 
themselves are charged with the ef- 
ficient and proper operation of the com- 
pany and a close supervision of the 
affairs of the company would do much 
for efficient operation. Policies of the 
company are set by the directors and 
if they choose to redeem large blocks 
of debenture bonds rather than to con- 
serve cash working capital, or declare 
a dividend, it is within their province 
to do so. 

[3] The mere fact that one is an 
owner of stock in a street railway does 
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132 ' 


not per se entitle him to a divideng 
Those who represent him should bé 
required to see that such service j; 
rendered to the public as to justify thé 
public in paying a sufficient amount t4 
enable the company to earn profits a 
a reward for that service. The coms 
pany itself can and should do muck 
more than it is doing to better its owg 
condition. Its public relations are nof 
the best and the service it renders cay 
When thé 
company overcomes its deficiencies if 


and is being improved. 


these two respects it will have dong 
much to help itself. 

It is apparent to all parties—and ad; 
mitted by representatives of both thé 
state and city that an increase in rev4 
enue is necessary—and this Commis4 
sion, under the evidence in this case, 
has no alternative but to grant in- 
creased fares. It must approve another 
fare structure. But in approving the 
increase the Commission admonishes 
the company that it must not be un- 
mindful of the duty it owes to the 
public. It must be constantly on the] 
alert to improve its service, to give| 
service commensurate to the require- 
ments of the public. To do less is to 
subject itself to criticism and censure. 
It should seek by every means at its 
command to create and cultivate good 
public relations. This has been so long 
neglected that it will not be easy to 
overcome the ill feeling which has been} 
engendered, but a studied and pains-| 
taking effort, coupled with a more 
friendly attitude, if sincerely and hon- 
estly tried, should have a_beneficial| 
effect. 

The Baltimore Transit Commission | 
called attention in its report to the 
relation between management and the § 
union and stated in effect that manage- | 
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RE BALTIMORE TRANSIT CO. 


ment has kept too aloof from its labor 
eroups, and that the unions deserve 
the confidence and privilege of direct 
personal contact with the company’s 
highest executives. That Commission 
referred to the dissatisfaction which 
existed among the unions. This Com- 
mission is of the opinion that meeting 
{ the top personnel of the company 
nd of the union for discussions of 
mutual problems, and _ particularly 

se relating to the public interest, 
would be most beneficial. Certain it 

that such problems as the running 
time of vehicles and the bunching of 
hicles are of direct interest both to 
If either 
lisclaims any interest in such matters, 


‘company and the union. 


hen the one disclaiming is failing in a 
duty owed to the public. The question 
f failure to make all scheduled trips 
should receive the joint consideration 
i both management and labor. Con- 
ferences held with the object of elim- 
inating absences would most certainly 
be in the public interest. 

Now as to the fares which the com- 
pany should be permitted to charge. 
The Baltimore Transit Commission 
devoted several pages in its report to 
this question and quoted at length 
irom the report of Mr. Roberts, who 
it will be remembered testified before 
this Commission in the last fare case 
and who has also testified in this case. 
Conditions have changed since the re- 
port of the Baltimore Transit Com- 
The company was compelled 
to cease operations as the result of a 
strike and was idle nineteen days. This 


mission. 


had a serious effect upon the finances 
f the company. It has resulted in 
the loss of much patronage, some of 
which will never be regained. Other 


loss in patronage will result from the 
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increase in fares now being granted. 
It is, therefore, necessary for this Com- 
mission to allow fares which will en- 
able the company to operate profitably. 
Previous increases granted by this 
Commission and by the court of ap- 
peals after our refusal to grant further 
increases of the character asked have 
never produced the results anticipated. 
It is hoped that such fares as are being 
presently established will enable the 
company to operate in the black and 
earn a reasonable return on the fair 
value of its property used and useful in 
the interest of the public. 

Mr. Roberts, upon whose testimony 
the report of the Baltimore Transit 
Commission relating to zone fares was 
based, did not in this case recommend 
the establishment of such nor 
did Mr. Berryman who appeared for 
the Transit Company. With respect to 
zone fares Mr. Roberts testified that 


fares, 


the success of such a plan required the 
enthusiastic co-operation of the man- 
agement of the company because of the 
numerous minor changes which it 
would be necessary to make in fare col- 
lection methods and in _ passenger 
identification as a necessary part of 
the installation of such a system. He 
further stated that if this work was 
not done skillfully and enthusiastically 
by the management there would be 
a chaotic period of transition. Mr. 
Berryman for the Transit Company 
in making studies for the company 
in 1950 offered a plan of zone fares 
for consideration of the company, but 
called attention to the inevitable objec- 
tions to city fares which would be 
raised by each section of the public 


adversely affected as to rates. He 
concluded that general public accept- 
ance of a change to a zone type fare 
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was open to much question and that 
such change would offer little promise 
of advantage to the company. He 
made a study of various zone fares in 
connection with this fare case and sub- 
mitted exhibits showing the results of 
his studies, but he did not recommend 
the adoption of strictly zone fares. 

While this Commission recommend- 
ed the study of zone fares by the com- 
pany in the rate case in 1950 and the 
Baltimore Transit Commission made 
recommendations with respect thereto, 
we do not see how we can establish 
zone fares in view of the testimony 
which has been presented in this case. 
The situation is quite different from 
what it was when the recommendation 
of The Baltimore Transit Commission 
was made under date of November 27, 
1951, and in view of the further study 
made by Mr. Roberts and his recom- 
mendation with respect thereto it 
would appear unwise for us to embark 
upon a course which neither expert 
felt should be adopted at this time. 

30th of the experts testified that the 
2-trip slip presently in effect should 
be eliminated, and counsel for all 
parties were apparently in accord with 
this recommendation. The revenue 
produced by the elimination of the 2- 
trip slip is estimated to be $262,000. 
The Commission adopts the views 
of the experts and all counsel with 
respect to the elimination of the 2- 
trip slip. 

[4] As earlier pointed out, the 2- 
cent charge for transfers was author- 
ized by the Commission strictly as an 
emergency measure and was designed 
solely to provide the additional revenue 
to meet the increased cost of wages 
under the contract which had just been 
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agreed upon by the company and the 
union. 

While in the various schedules sub- 
mitted by the company in the per- 
manent fare case the transfer charge is 
retained, all other parties to the pro-| 
ceeding protest its continuance. ; 

Whether or not it is necessary to} 
transfer from one vehicle or route to! 
another is in no way determined by| 
the length of the ride or the value of} 
the service. It is readily possible to! 
travel from one end of the city to the) 
other without changing from one 
vehicle to another and yet a trip of a 
very much shorter distance may ne- 
cessitate a transfer. 





The need to transfer is almost en- 
tirely a matter of accident of location} 
and it may well be argued that where 
a person may make his trip without} 
transfer the service is worth more, 
rather than less, than where a trans-| 
fer from one vehicle to another is] 
required. The annoyance, inconven- } 
ience, and delay incident to changing | 
from one vehicle to another would} 
seem to be a sufficient handicap, with-| 
out inflicting a further penalty upon| 
the rider in the form of an additional | 
charge for the less desirable service. | 
Where direct service between two reg- | 
ularly traveled points may exist to-| 


. f 
day, a change in routes may be made} 


tomorrow which will require that one | 
traveling between the identical points 
will have to transfer. Manifestly, it | 
would be hard to make the average per- | 
son, accustomed to traveling between | 
two points by a direct line, feel that 
he was being treated fairly if, by rea-, 
son of a rerouting of the line, he would 
not only have to transfer en route to 
his destination, with the inevitable in- 
convenience and delay occasioned | 
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thereby, but would also have to pay an 
extra charge for a service that could 
not possibly be as satisfactory or de- 
irable as what he had theretofore 
enjoyed. 

The Commission is convinced that 
the transfer charge, while justified as 
an emergency measure pending the 
establishment of a revised rate sched- 
wle, has no place at this time in the 
permanent fare structure. 

[5] The proposal to have the city 
fare zone end at the city-county line 
in each instance and to do away with 
all overlaps brought protest from the 
county commissioners of Baltimore 
county, and the representatives of 
various sections and communities, and 
petitions signed by large numbers of 
residents of suburban areas affected by 
the change were filed. 

While the total additional revenue 
estimated by the company to be pro- 
duced by the changes in zones is only 
$286,000 per year, assuming no change 
in the present county zone fare of 7 
cents, the impact of the change upon the 
regular riders affected thereby would 
be severe. Although some of the in- 
stances brought out by people’s counsel 
in his cross-examination of Mr. Berry- 
man were extreme, it was shown that, 
if the company’s proposed schedule of 
fares is adopted in its entirety, affected 
riders would have an increase of at 
least from 15 cents to 24} cents, on 
token basis, or 67 per cent; from 15 
cents to 27 cents, on cash basis, or 80 
per cent; if they presently used the 2- 
trip slip, from 22 cents for round trip 
to 49 cents, an increase of 123 per cent. 
lf in any of these cases a transfer be- 
tween vehicles is required and the 
present charge of 2 cents for transfers 
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would, of course, be increased accord- 
ingly. 

The present system of zones is not 
something that has been set up at one 
time but it is the outgrowth of many 
years of actual operation and experi- 
ence and takes into account the civic 
and commercial interests of the areas 
served rather than the strictly political 
or geographic boundaries. If we were 
today establishing for the first time a 
plan of fare zones it might well be that 
we would arrive at something different 
from the present structure. Or even 
if what is done at this time were to 
serve as a starting point for the de- 
velopment of a comprehensive plan of 
zone fares there would be greater jus- 
tification for disrupting something that 
is the culmination of many years of 
actual operating experience. 

In practically each instance where 
the city fare extends beyond the mu- 
nicipal boundary the overlap has been 
created to meet, in a practical way, 
some real need. Generally speaking, 
the density of development in the sec- 
tions adjacent to the city line is such 
that you cannot tell when you leave the 
city and enter the county. The sep- 
aration is entirely political or geo- 
graphical—there are no economic or 
physical differences which distinguish 
one jurisdiction from the other. 





Terminating the city fare at the 
boundary would result in ridiculous 
situations on some lines and the only 
possible effect would be to put people 
to the needless inconvenience of walk- 
ing various distances to and from the 
city line. For example, on the No. 35 
line the city ends just a couple of 
hundred yards before the car terminus 
at Lorraine cemetery. Again, the 
present city fare on the west end of 
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the No. 8 line carries to the Paradise 
loop, which is only one-third of a mile 
past the city boundary, the Parkville 
loop on the No. 19 line is one-fifth of 
a mile outside the city, and the Overlea 
loop on the No. 15 line about one- 
eighth of a mile beyond the corporate 
limits. While it is not proposed to 
add an additional fare zone on either 
the No. 19 line or the No. 15 line, 
these instances do show that it would 
be absurd to restrict the city fare 
strictly to travel within the city on 
all lines, regardless of the physical 
layout or other practical considera- 
tions. It certainly is not to be ex- 
pected that passengers would pay an 
extra fare to ride the distance of a few 
city blocks on the No. 35 line except 
under most extraordinary conditions 
of weather or otherwise. The result 
of establishing a county zone would 
simply be that the car would run with- 
out passengers for a portion of the 
route; no one would be helped by this 
situation and the persons who now 
ride this distance would be needlessly 
inconvenienced. 

The plan of the company contem- 
plates not only having the city fare 
end at the city line but also the elim- 
ination of all overlaps. The existing 
system of overlaps, under which per- 
sons traveling between some points in 
different fare zones may make the trip 
for a single fare, has come about over 
a long period of time and is designed 
to avoid the hardship which would be 
worked if the fare zone boundaries 
were rigidly adhered to under all cir- 
Without these overlaps 
it would be necessary for a rider going 
only a relatively short distance to pay 
a second fare merely because his trip 
took him beyond the one fare zone. 
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Long existing privileges which have} 
been found reasonable and necessary 


would be ended if the proposal is} 


adopted, and various shopping and} 
other business centers, as well as those 
traveling to and from such sections, 
adversely affected. 

[6] There was unanimity of opin- 
ion among the experts and counsel for 
the people and the city with respect to 
the fare to be charged children and 
students, and the initial charge was set 
at 8 cents. The Commission concurs 
in this recommendation and will, there- 
fore, put the initial fare for children 
and students at 8 cents, but it will not 
extend its order to include other 
groups. 

Much testimony was taken with re- 
spect to the basic fare. 


asked for a base charge of 20 cents for§ 


the initial ride with 2 tokens for 35 
cents. People’s counsel and the city 
suggested that the base charge should 


be 17 cents but that the token rate 
should be five for 75 cents. Mr. 
Berryman, for the company, sub- 
mitted an exhibit based on_ his 
theory showing that such a base fare 


would produce revenue of $22,543,700, 
while the exhibit submitted by Mr. 
Roberts showed revenue of $20,947,- 
000. Mr. Berryman figured that there 
would be 94 per cent token use if his 
suggested base rates were adopted, 
while Mr. Roberts was of the opinion 
that 60 per cent would use tokens and 
40 per cent would pay the basic cash 
fare of 17 cents. Previous experience 
indicates that Mr. Roberts’ percentage 
of token use is low. The Commission 
feels that if there is to be a differential 
of 10 cents, as proposed by Mr. 
Roberts, the token use would be con- 


siderably greater than that estimated 
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by Mr. Roberts, which would have the 
effect of producing less revenue than 
that estimated by him. The company 
is in such condition that it must have 
sufficient revenue to enable it to op- 
erate at a reasonable profit consistent 
with the service it renders. 

After giving consideration to the 
base fare, the Commission is of the 
opinion that it should be fixed at 17 
cents with a token rate of three for 50 
cents. The Commission estimates that 
with such a fare structure 90 per cent 
of the riders will use tokens. The 
adoption of this percentage seems war- 
ranted by previous experience. The 
Commission estimates that such a base 
iare structure would produce revenue 
of $21,897,400. 

Mr. Berryman suggested that the 
present zone or second fare rate re- 
main in effect, while Mr. Roberts in- 
dicated that a 10-cent zone fare was 
warranted. Most of these zone fares 
are in the district outside of the city of 
Baltimore and are not of great length. 
The Commission does not feet that it 
is warranted in authorizing a 10-cent 
zone fare, but it is of the opinion that 
a fare of 8 cents for each zone after 
the initial fare would be proper and 
the Commission will, by its order, es- 
tablish such rate. 

The company has, from time to 
time, established limited stop routes 
by which it enables residents in out- 
lying districts to obtain easy and 
quick access to and from the center 
of the city. This is a special service 
which it has rendered, designed for 
these persons who wish to get to their 
destinations promptly. Most of the 
limited service has been well patronized 
and many people allow local busses in 
which there is plenty of room to go 
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by in order that they might take a lim- 
ited stop bus, even though such limited 
stop bus might be crowded. While the 
number of such trips which are pres- 
ently operated is small, yet it is the 
rendition of a special service for which 
persons might well be required to pay 
an extra charge and a type of service 
which the company might well develop. 
Mr. Roberts and counsel for the people 
and the city felt that it is proper to 
charge 25 cents for such service. This 
Commission does not believe that the 
public will pay that much for such serv- 
ice and that to fix a charge for limited 
service so far in excess of the base 
fare would force many people to 
discontinue the use of such service. 
After considering this phase of the 
matter, the Commission is of the opin- 
ion that a charge of 20 cents cash for 
limited stop service is warranted. 

The company is losing a consid- 
erable sum of money because of the 
present loose method of issuing trans- 
fers. Many riders on busses and 
streetcars are automatically handed 
transfers even though they do not ask 
for them. Quite often the driver of 
the vehicle does not punch the transfer 
and, hence, it may be used at any time 
although intended for one continuous 
trip. Much revenue presently lost 
could be salvaged from the use by the 
company of a more modern and con- 
venient transfer. Mr. Roberts testified 
at length regarding the proposed in- 
stallation of a modern transfer system. 
He recommended the use of one partic- 
ular device which would lighten the 
burden of the operator while insuring 
a definite time designation on the 
transfer. It was very simple in opera- 
tion and the Commission has no doubt 
but that the adoption of some such sys- 


94 PUR NS 





tem as recommended by Mr. Roberts, 
together with more careful attention of 
the operator, would have the effect of 
producing considerable revenue for the 
company. The Commission agrees 
with Mr. Roberts that at least $120,- 
000 would be derived if the company 
put the issuance of transfers on a more 
modern and efficient basis. 

[7] Naturally any increase in fares 
has some adverse effect on the number 
of riders which the company will carry. 
Mr. Berryman figures the basic decline 
at 9.6 per cent while Mr. Roberts 
figures that it will amount to 7 per 
cent. The Commission is inclined to 
adopt the opinion of Mr. Roberts, as 
he demonstrated that the basic decline 
is now about at this figure. 

Mr. Berryman estimated that the 
net revenue for the company, if his 
recommendations were adopted, would 
be $25,439,000, while we have com- 
puted the revenue at the proposed rates 
which we are approving to be $24,- 
702,900. 

[8] The rate base of the company 
is approximately $27,300,000. We 
have calculated that the total operating 
expenses, depreciation, and taxes will 
amount to approximately $23,225,000 
under the conditions existing when 
testimony was taken, giving due con- 
sideration for the lesser number of 
miles which the company proposed to 
operate. We have estimated that rev- 
enues under the new rates will amount 
to $24,702,900 annually. After de- 
ducting estimated expenses, deprecia- 
tion, and taxes there will remain net 
income sufficient to produce a min- 
imum return of 5.42 per cent on a rate 
base of $27,300,000. There is every 
reason to believe, and the Commission 
is of the opinion, that there are many 
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factors not measured in dollars by the 
Commission at this time which will 
tend to increase the net operating rey- 
enue of the company. We are of the 
opinion that the amount which has 
been estimated that the company can 
salvage as a result of the adoption 
of a modern transfer system will be in 





excess of the amount of $120,000 | 


which we have heretofore used. If the 
basic decline proves to be less than the 
7 per cent maximum testified to by Mr. 
Roberts, the net income of the com- 
pany will be correspondingly greater. 
We also feel that the increase in the 
initial charge for taxicab service in Bal- 
timore city will have some effect on 
the riding public which will tend to 
increase to an appreciable extent the 
revenues of the company. 

The company has already reduced its 
maintenance force to a considerable 
extent, a substantial reduction having 
been made after the taking of the 
original testimony and before the com- 
pletion of the case. We are certain 
that the company is now giving every 
indication of the fact that it proposes 
to operate as economically as possible, 
and it is possible that further reduc- 
tions may be made in other than the 
operating departments and any reduc- 
tions so made will increase the net op- 
erating income of the company. 

We believe that the fare structure 
which we are proposing by this order 
will create a minimum of opposition by 
the public and will have the effect of 
retaining the maximum number of pas- 
sengers while producing a maximum 
income to the company. 

The Commission cherishes the hope 
that management and labor will work 
together and function in the interest of 
the public, forgetting their own per- 
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sonal desires. If this wish were 
realized it would do much toward 
creating good will, and both the com- 
pany and the union will be the ultimate 
beneficiaries. The co-ordinated effort 
of the union and the company would 
result in better service to the public, 
better good will and greater revenues. 

This Commission wishes to express 
its appreciation for the co-operation 
which has been extended to it by the 
members of the Baltimore Transit 
Commission, both during the hearing 
by this Commission on the emergency 
rates and again during the taking of 
testimony and consideration of the per- 
manent fare structure. The knowledge 
and experience gained by that Commis- 
sion in its study of all aspects of The 
Baltimore Transit Company have been 
made available to us in our studies 
and deliberations for which we are in- 
deed grateful. We wish it understood, 
however, that in establishing the fares 
as outlined herein, this Commission 
accepts the full responsibility therefor. 

An order will be entered in accord- 
ance with the views herein expressed. 


Addendum to the Opinion 


After this Commission had deter- 
mined the new schedule of fares which 
The Baltimore Transit Company 
would be permitted to charge and be- 
fore its opinion could be formally pre- 
pared for release, a controversy arose 


between the union and the Transit 
Company. The company had issued 
orders for operators to wear gray 
shirts as of July lst. The union issued 
its own order for operators to wear 
either white or gray shirts. The effect 
of the conflicting orders was to par- 
alyze transportation for a day and if 


this Commission had not acted 
promptly, it might have continued 
longer. 


In our formal order we established 
rates which we felt would produce a 
minimum return of 5.42 per cent. We 
also expressed the thought that income 
could be greater than the estimate and 
gave our reasons therefor. However, 
these recent differences resulting in 
disruption of service, with the conse- 
quent further deterioration in public 
relations, may not produce the result 
which the Commission predicted. In 
any event, the fares now allowed are 
sufficient for the service presently be- 
ing rendered. Both the union and the 
company should lay aside their own 
selfish interests and work in the inter- 
est of the public. A spirit of co-opera- 
tion, which neither has so far shown, 
is the only remedy which can produce 
more favorable results in the future. 
The Commission has urged and again 
urges both the company and the union 
to put the public welfare first and to 
maintain a full, courteous, and efficient 
operation. 
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Re Bristol Traction Company 


Docket No. 8658 
June 3, 1952 


PPLICATION by transit company for authority to increase 
v1 \ rates; granted with minor modifications. 


Revenues, § 3 — Reduction following fare increase — Transit. 
1. A transit company was found to be correct in reducing its estimate of 
anticipated revenues under increased rates by 15.8 per cent to reflect an 
expected resistance to the new rates based on a one per cent loss in passen- 
gers for every 3 per cent increase in fare, p. 144. 

Revenues, § 3 — Future estimates — School transit fares. 
2. A fare resistance formula, used by a local transit company to determine 
the extent to which its anticipated revenues under new rates should be re- 
duced to reflect passenger resistance to the higher fares, should not be 
applied to school fares, since children do not have access to competitive 
means of travel as readily as do adult passengers, p. 145. 

Rates, § 520 — Transit — Token fares. 
3. A transit company’s proposal that it be permitted to sell tokens at the 
rate of four for 50 cents instead of two for 25 cents was approved as 
insuring minimum contributions by the regular riders and maximum con- 
tributions by infrequent riders, with a resulting maximum average fare, p. 
146. 

Return, § 108.1 — Operating ratio — Transit company. 
4. Rates which would enable a transit company to achieve an operating 
ratio of 92.6 per cent before Federal income taxes were found to be 
reasonable, p. 146. 


Rates, § 507 — Transit company — School fares. 
Statement that as a matter of public policy school transit fares should be 
retained at as low a level as possible, since most families incur high costs 
during the time when their children are of school age and school children 
have no alternative transportation, p. 145. 


¥ 


By the Commission: By an appli- cent cash or three tokens for 25 cent 
cation filed with the Commission on rate of fare and to substitute therefor 
January 31, 1952, The Bristol Trac- a 15 cent cash or four tokens for 50 
tion Company, hereinafter referred to cent rate of fare with an additional fare 
as the company, a motor common car- of 12}-cent token or 15 cent cash for 
rier of passengers as defined in § 5705, each succeeding zone traveled through. 
of the General Statutes, Revision of It also seeks authority to increase 
1949, seeks authority to abolish a 10- school children’s tickets from a rate of 
94 PUR NS 140 








leet 


the 

retu 
file. 
adv 
a Ci 
the 
hea 
cou 
by 








an 
sen- 


line 


be 
‘ive 


the 
as 
yn- 


ng 
be 


‘ev 








RE BRISTOL TRACTION CO. 


twenty for 80 cents to twenty tickets 
lior $1.50. 

| By its notice of hearing dated Feb- 
mary 29, 1952, the Commission as- 
igned the application for a_ public 
hearing at its offices in Hartford, on 
March 20, 1952. Notice of the pend- 
ency of the petition and of the public 
hearing thereon was given to the com- 
sany, to the towns of Thomaston, Bris- 
tol, Plainville, and Plymouth and to 
wich other parties as the Commission 
deemed necessary as fully appears from 
the Commission’s order of notice and 
return of its secretary thereon, on 
file. Public notice was also given by 
advertisement in a newspaper having 
a circulation in the area affected. At 
the time and place set down for the 
hearing, the company appeared by 
counsel. The city of Bristol appeared 
by its mayor and by its corporation 
counsel and an individual passenger 
pro se appeared in opposition. The 
Streetcar Man’s Union appeared by its 
international vice president as an in- 
lervenor. 

The company originally estimated 
that the increased fares will yield ad- 
ditional revenue of $41,375 during the 
projected year ending April 30, 1953, 
over the yield of the present rates, or 
an increase in revenue of 24.72 per 
cent. The proposed fares represent an 
increase of 47.48 per cent in adult fare 
and 87.5 per cent for school fares. 
The company operates five principal 
routes in the city of Bristol, population 
of approximately 36,000, which are 
fully described in Commission’s find- 
ing and order in Docket No. 8263, “In 
the Matter of the Application of the 
Bristol Traction Company to Increase 
Its Existing Motor Bus Rates of 
Fare,” issued September 15, 1949. 
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The company presently owns seven- 
teen busses of which one each was pur- 
chased in the years 1949 and 1951 
and ten were purchased in 1948, 
the remaining busses, five in num- 
ber, range in age from four to 
twelve years. The present fare struc- 
ture has been in effect since May 
21, 1950, as a result of the Commis- 
sion’s finding and order of May 12, 
1950, in Docket 8357, “In the Matter 
of the Application of the Bristol Trac- 
tion Company to Increase Its Existing 
Motor Bus Rates of Fare,” which 
found the then rates of fare of 7 cents 
cash with certain exceptions author- 
ized in Commission’s Docket No. 
8263, supra, less than just and rea- 
sonable, and authorized the existing 
schedule of fares. 

Operations under Present Fares 

The company is before the Commis- 
sion again as a result of a continuing 
decline in passengers during a period 
of increasing unit costs of operation 
and taxes. Operating economies in- 
cluding schedule reductions with ac- 
companying payroll and maintenance 
economies have been effected in a vain 
elfort to arrest the steady decline in 
net operating income. Despite these 
economies, the company’s net operat- 
ing revenue declined from $14,915 in 
1950 to $1,115 in 1951, and at the 
time of the hearing it was estimated 
that in 1952 the company would ex- 
perience an operating deficit of $15,- 
635. The comparable gross operating 


revenues and direct operating expenses, 


including depreciation and operating 
taxes, indicate the manner in which 
this steadily deteriorating financial po- 
sition has come about. In 1950, gross 
operating revenues amounted to $229,- 
272 while operating expenses totaled 
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$214,357. In 1951 total operating 
revenue totaled $211,765 while operat- 
ing expenses totaled $210,649. The 
estimated operating revenue for 1952 
is $186,382 while total operating ex- 
penses are estimated at $202,037. The 
Federal income taxes amounted to $3,- 
609 in 1950, $210 in 1951, and be- 
cause the company will suffer a loss at 
present rates, no Federal income tax 
liability is estimated for 1952. 


OPERATING EXPENSES 


Trans. Expense 
Traffic Solicitation & Adv. 


Operating Rents Net .... 
TOTAL OPERATING EXPENSES 


Depreciation Exp. . 
Operating Taxes & Licenses 


TOTAL EXPENSES . 


NET OPERATING REVENUE . 
OTHER INCOME 


Interest Income ....... 
Other Non-operating Income 


TOTAL OTHER INCOME .... 


GROSS INCOME ....... 
OTHER DEDUCTIONS 


Interest Deductions 
Other Interest Ded. . 
Other Deductions . 


TOTAL OTHER DEDUCTIONS 


Provision for Fed. Inc. Tax . 


NET PROFIT AFTER TAXES 


* Indicates red figures. 


Several significant features of this 
statement require comment. A con- 
siderable portion of the decrease in 
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OPERATING REVENUES .................... 


Equipment Maintenance & Garage Exp. ....... 


Insurance & Safety Exp. ........ shumalvadidieebincaaeaae 
PO SS ere 


NET INCOME BEFORE FEDERAL TAX 


total operating 
compared with 
drop of approximately $18,000 in 
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It is thus apparent that the com- 
pany’s operating income has steadily 
and seriously deteriorated and that in 





1952 unless arrested, will show an op- | 


erating ratio of approximately 108 


—_ 


per cent. We show below, in Table 1, | 
the income statements of the company | 


for the years 1950, 1951, and 1952 as! 


submitted by the company at the hear- | 


ing. 


TABLE 1 


Income Statements (cents omitted) 
Submitted by Company 
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1950, is a result of a 





scl 


wl 





> com- 
teadily 
that in 





an Op- 
y 108 
able 1, 
mpany 
952 as 
 hear- 


SETTER EEe IESE TEENS 


‘Forma 
1952 


86,382 





RE BRISTOL TRACTION CO. 


school charter revenue. A further 
drop is expected in the year 1952. 
This decrease is due to the construc- 
tion in Bristol of certain new schools 
which resulted in the elimination of 
six to eight busses which the company 
formerly operated during the morning, 
noon, and afternoon to carry school 
children to the less conveniently lo- 
cated schools than now available. Al- 
though the total 1951 expenses are 
less by $3,700 than the 1950 expenses, 
the company testified that the cost of 
operating these additional busses 
would largely offset what additional 
revenues the company might receive if 
the busses were still operating under 
charter to the city. It was the testi- 
mony of the witness that unit costs of 
wages, maintenance, and other operat- 
ing costs have so increased that the 
company would be unable to realize 
any material increase in net income 
through the operation of additional 
charter busses. The important con- 
sideration here, however, is that the 
revenue has been lost and that the 
company, as a matter of fact, has been 
able to reduce its expenses by only $3,- 
700. 

A second important factor which 
appears from an examination of the 
company’s operating experience is the 
steady drop in the number of pas- 
sengers amounting to a total passen- 
ger loss of 428,751 passengers, com- 
paring actual 1950 traffic with 1952 
estimated. This drop is actual for the 
year 1951, and was estimated by the 
company’s transportation expert for 
1952 on the basis of a trend drop of 
13.4 per cent per year which was ap- 
plied to the year 1951, to determine 
expected experience for 1952. This 


percentage was based on a month-by- 
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month comparison of the experience of 
the company which, with the exception 
of July, 1951, shows a steady decline 
every month in the number of pas- 
sengers carried as compared with the 
previous month. Revenues from this 
class of passengers for 1952 were ob- 
tained by using the average fare of 
8.73 cents applied to the resultant pas- 
sengers. The trend drop calculation, 
although high, appears reasonable in 
light of the experience of the company 
and is further supported by exhibits 
submitted after the hearing. The ac- 
tual revenue for school passengers for 
1951 was used in estimating revenue 
from this traffic in 1952. 

The operating expenses for the year 
1952 were obtained by utilizing known 
expenses and making estimates in cases 
where there would be some variation 
over the preceding year. 

An examination of the operating 
expenses, notably wages of drivers and 
garage mechanics, indicates a decline 
in 1952 over 1951 and in 1951 over 
the preceding year, 1950, in the face 
of an increase in the unit wage rate of 
all classes of employees. This indicates 
commendable success in achieving op- 
erating economies. It was the testi- 
mony of the company’s accountant that 
the total expense of drivers’ wages had 
been reduced by instituting a 5-day 
week of forty hours where the operat- 
ors used to work six days a week, fifty 
hours, and by a reduction in the num- 
ber of drivers required on account of 
reduced schedules of service. Al- 
though, as pointed out above, there 
has been considerable reduction in bus 
hours because of the elimination of the 
charter work formerly performed by 
the company for the transportation of 
school children, nevertheless these 
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economies are significant since the 
revenues from the charter work have 
been testified to be only slightly greater 
than the expenses. The company ap- 
pears to be run with reasonable ef- 
ficiency and its favorable record for 
mechancial maintenance with which 
this Commission has been acquainted 
in previous proceedings, together with 
the income statements showing the 
comparatively low cost per mile of op- 
erations, discloses that the company’s 
operating expenses, as shown above, 
are no more than reasonable. 

A study of the company’s balance 
sheets as of December 31, 1951, and 
February 29, 1952, in evidence at the 
hearing, indicates an unfavorable cash 
position. On February 29, 1952, cash 
in the bank was $1,028 and total cur- 
rent was $5,665 while current 
liabilities, including notes payable 
within one year, amount to $25,000: 
a ratio of 1 to 4 of current 
current liabilities. 


assets 


assets to 
From information 
submitted after the hearing, it is ap- 
parent that the company’s cash posi- 
tion grows even more precarious with 
the passage of time without additional 
revenues. 

At this point, when the unfavorable 
operating experience of the company 
has been clearly demonstrated, it ap- 
pears in point to indicate that the city 
of Bristol, being a moderate-sized 
community of approximately 36,000 
in population, is a size of community 
in which transit companies find it par- 
ticularly difficult to operate profitably. 
Traffic is less congested than in a 
downtown area of larger communities, 
parking space is more readily available, 
and residential areas are closer in point 
of distance and in point of time to the 
downtown area. As a result, auto- 
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mobile and pedestrian competition js | 


more acute and public transportation 


does not play as vital a role as it does | 


in more densely populated cities spread 
over a wider geographical area. 


Proposed Schedules of Fares 


[1] The fare schedule proposed by 
the company is estimated to yield $41,- 
375 for the constructive year ending 
April 30, 1953, the first full year in 
which the company anticipated the 
proposed rates would be in effect. 
This revenue is obtained by applying 
to the adult passengers calculated at an 
average fare of 8.73 cents riding be- 
tween March 1, 1951, and February 
28, 1952, a trend drop of 15.6 per cent 
equal to the estimated 1952 trend drop 
of 13.4 per cent extended to a period 
of fourteen months. The number of 
passengers was then multiplied by the 
proposed average fare of 12.875 cents, 
the amount of the average fare increase 
based on 85 per cent using tokens. 
The resultant figure was reduced by 
15.8 per cent to reflect the expected 
resistance due to the fare increase 
equivalent to one per cent loss in pas- 
sengers for every 3 per cent increase 
in fare. The estimated passengers at 
the proposed fare for the constructive 
year at the average fare used by the 
company would be 1,503,492 or a de- 
cline of 612,896 for the year ending 
April 30, 1953, compared with the 
number of passengers in the year end- 
ing February 28, 1952. This would 
yield total revenue from adult pas- 
sengers of $193,575 or an increase of 
24.14 per cent in revenue. A similar 
calculation was employed in arriving 
at revenues from school passengers. 
The total passenger revenue with a 
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RE BRISTOL TRACTION CO. 


proposed fare, including school fares, 
would thus be $208,707. 


Although the trend drop used by 
the company would appear to be a 
continuation of experience during the 
previous year and hence subject to 
criticism as being somewhat specula- 
tive, a careful analysis of the experi- 
ence of the company for the preceding 
three years indicates a steady de- 
cline of the magnitude used by the 
company. To conclude, at this 
time, that the downward trend will 
level off or be reversed is not justified 
by the experience of the company, par- 
ticularly in view of the unfavorable 
factors outlined above affecting the 
transit situation in the city of Bristol. 
The estimate of reduction in reve- 
nues due to resistance of the fare in- 
crease has also been borne out on 
many occasions following rate in- 
creases authorized by this and other 
Commissions when applied to an en- 
tire system. The calculation used 
above, therefore, appears reasonably 
satisfactory for the purposes of this 
proceeding and is accepted as such. 

[2] An important exception, how- 
ever, appears in the case of school fares 
many of which are paid by the city of 
Bristol and hence not subject to the 
same influence as fares of other pas- 
sengers. It is also doubtful that the 
fare resistance formula, used by the 
company, applicable to all classes of 
passengers will be accurate when con- 
fined to one particular group, especial- 
ly when that group is school children 
who do not have access to competitive 
means of travel as readily as do adult 
passengers. In the exhibits submitted 
following the hearing, the company’s 
expert indicated that about 47 per cent 
of the school tickets were purchased 


[10] 
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by the city. He recalculated his rev- 
enues, shown above, on such a basis 
assuming no reduction in this partic- 
ular group and determined a total re- 
vised passenger revenue of $211,666, 
or an increase of revenue of $44,334, 
or gross operating revenue including 
other operating revenues of $221,856. 
On this basis, the company would earn 
a return in the constructive year end- 
ing April 30, 1953, before Federal in- 
come taxes, of $17,126, or an operat- 
ing ratio of 92.3 per cent. 

As a matter of public policy school 
fares, in the opinion of this Commis- 
sion, should be retained at as low a 
level as possible, bearing in mind the 
absence of alternatives for school chil- 
dren and the high costs incurred by 
most families during the period when 
children are of school age. Neverthe- 
less, there must be some proportion be- 
tween the revenues received from this 
class of passengers and the cost in- 
curred from transporting them just as 
in the case of any other class of pas- 
sengers. The school children rate of 
fare was not raised in either of the 
last two fare application cases of the 
company. The proposed rate of fare, 
however, represents an increase of 874 
per cent over present school fares. For 
reasons fully stated above, the antic- 
ipated decrease in riding by school 
children as a result of this fare in- 
crease will not materialize to the ex- 
tent forecast by the company. In fact, 
there is serious question whether there 
will be any decrease in school riding. 
We find that an increase of 29 per cent 
in riding is more than reasonable, and 
further find that there is no basis for 
assuming any reduction in school traf- 
fic on account of increasing school 
fares for the purpose of computing 
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anticipated revenue under the proposed 
fare schedules. 

On this basis, a 6-cent school ticket 
rate of fare will return the company 
$17,100 for the year ending April 30, 
1950, which is substantially the same 
gross revenue as anticipated from the 
7.5 per cent rate of fare, with allowance 
for decrease in traffic. Such a rate of 
fare would be a 50 per cent increase 
over present school tickets and would 
be more nearly comparable to the rate 
of increase in adult passenger fares. 
We find a 6-cent school ticket rate of 
fare no more than just and reasonable. 

We show in Table 2, below, the es- 
timated operating experience of the 
Company for the constructive year 
ending April 30, 1952, under the pro- 
posed rates of fare after making pro- 
vision for the revenues as_ revised 
above and including other operating 
revenues. 

In Table 2, the amount of ex- 
penses have been increased to reflect 
additional state gross revenues tax 
and additional expense of liability 
insurance, both of which are func- 
tions of revenue. The balance of the 
expenses are based on reasonable esti- 
mates of operating experience of the 
company expected during the period 
indicated in the table. 

[3] One matter remains for com- 
ment. The company has proposed a 
token rate of fare of four for 50 cents 
instead of the most apparent alterna- 
tive of two for 25 cents. The purpose 
of this proposal is to insure the min- 
imum contribution by the regular rid- 
ers, and the maximum contribution of 
the infrequent riders with a resulting 
maximum average fare. Since the 
purpose is to maximize the contribu- 
tion which each class makes and more 
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TABLE 2 


Income Statement (cents omitted) 
Estimated at Proposed Rates 
As Revised by the Commission 
OPERATING REVENUES ..... $220,856 
OPERATING EXPENSES 
Operating & Maintenance Expense $168,817 





Operating Hemt ........0cc0055 467* 

TOTAL OPERATING 
kt ys 5 ee $168,350 

Depreciation Expense ....... .. $18,847 

Operating Taxes and License .... 17,457 
TOTAL EXPENSES ........... $204,654 
NET OPERATING REVENUE. $16,202 
OTHER INCOME 

Beberest TMGOMG ... ... cc cccc cscs 

Other Nonoperating Income .... 
TOTAL OTHER INCOME ..... 
GROSS INCOME. .....6 6.0... $16,202 


INCOME DEDUCTIONS 
Interest on Long-term Obligation $314 
Other Interest Deductions ...... ks 
Other Deductions .... 


TOTAL INCOME DEDUC- 


TIONS Dalasretaeared $314 
NET INCOME BEFORE IN- 
COME TAXES ......... . $15,888 


Provision for Federal Income Tax 4,7 





NET PROFIT AFTER TAXES $11,122 


* Indicates red figure. 


nearly to equalize the fare to the cost 
of transportation, we find that the 
token rate of fare proposed would, un- 
der the conditions in the city of Bris- 
tol, result in regular riders paying the 
lowest fares and the infrequent riders 
most likely paying the higher fares 
with a resultant advantage to both 
classes, since the average fare is 
raised to its maximum and the unit 
contribution by each class is at a mini- 
mum. 

[4] The schedule of fares as pro- 
posed by the company and revised by 
the Commission yields revenue suf- 
ficient to permit the company, under 
the estimates described in detail above, 
to achieve an operating ratio of 92.6 
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RE BRISTOL TRACTION CO. 


per cent before Federal income taxes. 
Since the expenses have been careful- 
ly examined and found reasonable and 
since the per mile cost of operation ap- 
pears well within reasonable limits for 
this particular company, these revenues 
are no more than just and reasonable 
and necessary to permit the company 
to continue to provide the standard of 
service which is its duty to provide, 
which its passengers have a right to 
expect, and on which it is the obliga- 
tion of this Commission to insist. 

The proposed schedule of fares con- 
tains a rate of 3743 per cent, plus tax 
for transportation between Bristol and 
Plymouth. Since a fare of 35 cents 
would bring the fare below the level 
at which Federal transportation tax 
becomes effective, and since the reve- 
nues from this line are so light, it 
is the opinion of the Commission that 
what passengers remain on this lightly 
patronized line should be encouraged 
by providing the lowest fare possible. 
Our order below so provides. 


ORDER 


It appearing, that under date of 
January 30, 1952, The Bristol Trac- 
tion Company seeks authority to abol- 
ish a 10-cent cash or three tokens for 
25 cent rate of fare and to substitute 
therefor a 15-cent cash or four tokens 
for 50 cent rate of fare with an addi- 
tional fare of 124 cent token or 15 


cent cash for each succeeding zone 
traveled through, and to increase 
school children’s tickets from a rate of 
twenty for 80 cents to twenty tickets 
for $1.50 and, 

It appearing further, that the mat- 
ters and things contained in said peti- 
tion has been the subject of an investi- 
gation and public hearing thereon and 
that the Commission has made its find- 
ings of fact and conclusions of law 
thereon which are hereby made a part 
hereof, 

Now, therefore, it is ordered, that 
the company be, and it hereby is, au- 
thorized to place into force and effect 
on its lines, in the city of Bristol, the 
schedule of fares outlined in paragraph 
1 above with the exception that the 
school ticket fares shall be at the rate of 
twenty tickets for $1.20 and the 
through fare Bristol to Plymouth shall 
be 35 cents, the fares authorized to be- 
come effective on not less than five 
days’ notice to the Commission and to 
the public. 

It is further ordered, that the pro- 
ceeding be, and it hereby is, discon- 
tinued. 

We hereby direct that notice of the 
foregoing be given by the secretary of 
this Commission by forwarding true 
and correct copies of this document to 
parties in interest, and due return 
make. 
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UNITED STATES SUPREME COURT 


Public Utilities Commission of the 
District of Columbia et al. 


Vv 


Franklin S. Pollak et al. 


Nos. 224, 295 
343 US —, 96 L ed —, 72 S Ct 813 
May 26, 1952 


EVIEW of judgment of United States Court of Appeals of the 
R District of Columbia Circuit reversing District Court order 
dismissing appeal from Commission order which permitted use 
of radio broadcasting on streetcars and busses; reversed. For 
decision of Court of Appeals, see (1951) 89 US App DC —, 
89 PUR NS 131, 191 F2d 450; and for Commission decision, 

see (1949) 81 PUR NS 122. 


Constitutional law, § 1 — Radio broadcasts on public conveyances. 
1. The Constitution of the United States does not preclude a transit com- 
pany from receiving and amplifying radio programs through loud speakers 
in its passenger vehicles, permitted by the Commission after an investigation 
in which it concludes that the radio service is not inconsistent with public 
convenience, comfort, and safety and tends to improve the conditions under 
which the public ride, p. 149. 

Appeal and review, § 35 — Conclusiveness of Commission decision — Radios on 

public conveyances. 

2. The courts, upon review of a decision by the Commission that radios in 
streetcars and busses should be permitted, are expressly restricted to the 
facts found by the Commission in so far as those findings do not appear to 
be unreasonable, arbitrary or capricious, p. 152. 


Service, § 69.1 — Commission jurisdiction — Radio broadcasts on public convey- 
ances. 
3. The Commission has statutory authority to prohibit or to permit and 
regulate the receipt and amplification of radio programs on streetcars and 
busses under such conditions that the total utility service shall not be unsafe, 
uncomfortable, or inconvenient, p. 153. 


Constitutional law, § 1 — Application of First and Fifth Amendments. 
4. The First and Fifth Amendments to the Constitution of the United 
States, providing that Congress shall make no law abridging the freedom 
of speech and that no person shall be deprived of life, liberty, or property 
without due process of law, apply to and restrict only the Federal government 
and not private persons, p. 153. 
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PUBLIC UTIL. COMM. v. POLLAK 


Constitutional law, § 1 — Radio broadcasts on public conveyances — Freedom of 
speech — Deprivation of liberty. 
5. The installation and use of radio receivers on streetcars and busses by a 
transit company operating under the regulatory supervision of the Public 
Utilities Commission of the District of Columbia (which is an agency au- 
thorized by Congress) is sufficiently related to the Federal government to 
make it necessary for the court, in reviewing a decision on the legality of 
such service, to consider the First and Fifth Amendments to the Constitu- 
tion of the United States, prohibiting Congress from abridging the freedom 
of speech and providing that no persons shall be deprived of liberty without 


due process of law, p. 154. 


Constitutional law, § 1 — Deprivation of freedom — Radio broadcasts on public 


conveyances. 


6. The broadcasting of radio programs on public conveyances by a transit 
company, with Commission approval, does not abridge freedom of speech 
within the meaning of the First Amendment of the Constitution by inter- 
fering with freedom of conversation, when the Commission has found that 
the programs do not interfere substantially with conversation or rights of 
communication constitutionally protected in public places; and the inclusion 
in the programs of a few announcements explanatory and commendatory 
of the company’s own services does not sustain an objection on such con- 


stitutional grounds, p. 154. 


Constitutional law, § 1 — Deprivation of liberty without due process — Radio 
broadcasts on public conveyances. 

7. The broadcasting of radio programs on public conveyances by a transit 
company, with approval of the regulatory Commission, does not amount to 
an invasion of constitutional rights of privacy of the passengers, in violation 
of the prohibition of the Fifth Amendment to the Constitution against 
deprivation of liberty without due process of law, on the theory that the 
Fifth Amendment secures to each passenger on a public vehicle, regulated 
by the Federal government, a right of privacy substantially equal to the 
privacy to which he is entitled in his own home; the liberty of each indi- 
vidual in a public vehicle or public place is subject to reasonable limitation 
in relation to the rights of others, p. 155. 


(Brack, J., concurs in separate opinion; Douctas, J., dissents.) 


APPEARANCES: ‘Theodore Pierson, 
of Washington, D. C., argued the 
cause for Washington Transit Radio, 
Inc., et al.; Paul M. Segel, of Wash- 
ington, D. C., argued the cause for 
Franklin S. Pollak et al. 


Mr. Justice Burton delivered the 
opinion of the court: 

[1] The principal question here is 
whether, in the District of Columbia, 
the Constitution of the United States 
precludes a street railway company 


from receiving and amplifying radio 
programs through loud speakers in its 
passenger vehicles under the circum- 
stances of this case. The service and 
equipment of the company are subject 
to regulation by the Public Utilities 
Commission of the District of Colum- 
bia. The Commission, after an in- 
vestigation and public hearings disclos- 
ing substantial grounds for doing so, 
has concluded that the radio service is 
not inconsistent with public conven- 
ience, comfort, and safety and “tends to 
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improve the conditions under which 
the public ride.””, The Commission, ac- 
cordingly, has permitted the radio 
service to continue despite vigorous 
protests from some passengers that to 
do so violates their constitutional 
rights. For the reasons hereafter 
stated, we hold that neither the opera- 
tion of the service nor the action of 
the Commission permitting its opera- 
tion is precluded by the Constitution. 

The Capital Transit Company, here 
called Capital Transit, is a privately 
owned public utility corporation, own- 
ing an extensive street railway and bus 
system which it operates in the District 
of Columbia under a franchise from 
Congress.” Washington Transit 
Radio, Inc., here called Radio, also is 
a privately owned corporation doing 
business in the District of Columbia. 
Both are petitioners in No. 224. 

In March, 1948, Capital Transit ex- 
perimented with “music as you ride” 


radio programs received and amplified 
through loud speakers in a streetcar 
and in a bus.* Those vehicles were 
operated on various lines at various 
hours. A poll of passengers who 
heard the program showed that 92 
per cent favored their continuance. 
Experience in other cities was studied.’ 
Capital Transit granted Radio the ex- 
clusive right to install, maintain, re- 
pair, and use radio reception equip- 
ment in Capital Transit’s streetcars, 
busses, terminal facilities, waiting 
rooms, and division headquarters. 
Radio, in return, agreed to contract 
with a broadcasting station for pro- 
grams to be received during a mini- 
mum of eight hours every day, except 
Sundays. To that end Radio secured 
the services of Station WWDC-FM. 
Its programs were to meet the specifi- 
cations stated in Capital Transit’s con- 
tract.* Radio agreed to pay Capital 
Transit, after a 90-day trial $6 per 





1 Capital Transit Company originates from 
the Act of Congress of March 4, 1925, author- 
izing the merger of street railway corpora- 
tions operating in the District of Columbia. 
43 Stat 1265, DC Code (1940) § 43-503. The 
merger was approved by Joint Resolution, 
January 14, 1933. 47 Stat 752, 819, DC Code 
(1940) note following § 43-503. That Reso- 
lution required the new company to be incor- 
porated under the District Code and its cor- 
porate articles to be approved by the Public 
Utilities Commission of the District. 47 Stat 
753, 819, DC Code (1940) note following 
§ 43-503; see 31 Stat 1284 et seq., DC Code 
(1940) §§ 29-201 et seq. 

The same Resolution prohibited the estab- 
lishment of any competitive street railway or 
bus line without the issuance of a certificate 
by the Commission to the effect that such line 
is necessary for the convenience of the public. 
47 Stat 760, DC Code (1940) § 44-201. The 
only competing line in the District is a rela- 
tively small interurban line. 

2 Typically, the equipment includes a re- 
ceiving set and six loudspeakers in each vehicle. 
The set is tuned to a single broadcasting sta- 
tion. The loudspeakers are so located that 
the radio programs can be heard substan- 
tially uniformly throughout the vehicle. The 
volume of sound is adjusted so as not to inter- 
fere with the signals or announcements inci- 


dent to vehicle operations or generally with 
conversations between passengers. 

3 Uncontradicted testimony listed approxi- 
mately the following numbers of vehicles 
equipped with transit radio in the areas named 
in October, 1949: St. Louis, Missouri, 1,000; 
Cincinnati, Ohio, 475; Houston, Texas, 270; 
Washington, D. C., 220; Worcester, Massa- 
chusetts, 220; Tacoma, Washington, 135; 
Evansville, Indiana, 110; Wilkes-Barre, Penn- 
sylvania, 100; suburban Pittsburgh, Pennsyl- 
vania, 75; Allentown, Pennsylvania, 75; Hunt- 
ington, West Virginia, 55; Des Moines, Iowa, 
50; Topeka, Kansas, 50; suburban Washing- 
ton, D. C., 30. Baltimore, Maryland, was list- 
ed but the number of vehicles was not stated. 

4“(a) Program content shall be of good 
quality and consonant with a high standard of 
public acceptance and responsibility, it being 
understood that all programs shall be carefully 
planned, edited, and produced in accordance 
with accepted practices employed by qualified 
broadcasting stations. 

“(b) Commercial announcements shall not 
exceed sixty seconds in duration, and cumula- 
tively shall not exceed six minutes in any 
60-minute period. 

“(c) Broadcast station shall agree to can- 
cel or suitably to modify any commercial con- 
tinuity upon notice from Capital that said con- 
tinuity, or the sponsor thereof, is objection- 
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PUBLIC UTIL. COMM. v. POLLAK 


month per radio installation, plus addi- 
tional compensation dependent upon 
the station’s receipts from sources such 
as commercial advertising on the pro- 
grams. In February, 1949, when 
more than 20 installations had been 
made, the service went into regular op- 
eration. At the time of the Commis- 
sion’s hearings, October 27—Novem- 
ber 1, 1949, there were 212. On that 
basis the minimum annual payment to 
Capital Transit came to $15,264. The 
potential minimum would be $108,000, 
based upon 1,500 installations. The 
contract covered five years, with an 
automatic 5-year renewal in the ab- 
sence of notice to the contrary from 
either party. 

This proceeding began in July, 
1949, when the Commission, on its 
own motion, ordered an investigation. 
37 Stat 983, DC Code (1940) §§ 43- 
408—43-410. The Commission 
stated that Capital Transit had em- 
barked upon a program of installing 
radio receivers in its streetcars and 
busses and that a number of protests 
against the program had been received. 
Accordingly, the Commission was 
ordering an investigation to determine 
whether the installation and use of 
such receivers was “consistent with 
public convenience, comfort, and safe- 
ty.” Radia was permitted to intervene. 
Pollak and Martin, as protesting Capi- 
tal Transit passengers, also intervened 
and they are the respondents in No. 
224. 

The Commission concluded “that 
the installation and use of radios in 
streetcars and busses of the Capital 


Transit Company is not inconsistent 
with public convenience, comfort, 
and safety’ and dismissed its inves- 
tigation. 81 PUR NS 122, 126. It 
denied reconsideration. 49 Stat 882, 
DC Code (1940) § 43-704. Pollak 
and Martin appealed to the United 
States district court for the District 
of Columbia. 49 Stat 882-884, DC 
Code (1940) §§ 43-705—43-710. 
John O’Dea, as people’s counsel, 
Capital Transit Company and Wash- 


ington Transit Radio, Inc., were 
granted leave to intervene. That ap- 


peal was dismissed but Pollak and 
Martin took the case to the court of 
appeals. 49 Stat 883, DC Code 
(1940) §43-705. That court par- 
tially reversed the judgment of the 
district court and gave instructions 
to vacate the Commission’s order. It 
remanded the case for further proceed- 
ings in conformity with its opinion 
which included the following state- 
ment: “In our opinion Transit’s 
broadcasts deprived objecting pas- 
sengers of liberty without due process 
of law. Service that violates consti- 
tutional rights is not reasonable serv- 
ice. It follows that the Commission 
erred as a matter of law in finding that 
Transit’s broadcasts are not incon- 
sistent with public convenience, in fail- 
ing to find that they are unreasonable, 
and in failing to stop them. 

“This decision applies to ‘commer- 
cials’ and to ‘announcements.’ We are 
not now called upon to decide whether 
occasional broadcasts of music alone 
would infringe constitutional rights.” 





able. Broadcast station shall further agree 
that it shall give notice to Capital within 
twenty-four hours after the acceptance of 
each new sponsor. 

“(d) Capital is to receive without charge 


50 per cent of the unsold time available for 
commercial continuity as provided in subsec- 
tion (b) hereof (said free time not to exceed 
three minutes in any 60-minute period), for 
institutional and promotional announcements.” 
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UNITED STATES SUPREME COURT 


(1951) 89 App DC —, 89 PUR NS 
13i, 139, 191 F2d 450, 458. 

The court of appeals, en banc, denied 
a rehearing. The Commission, Capi- 
tal Transit and Radio petitioned this 
court for certiorari in No. 224. Con- 
tingent upon the granting of certiorari 
in that case, Pollak and Martin, by 
cross petition in No. 295, sought to 
prohibit Capital Transit from receiv- 
ing and amplifying in its vehicles not 
only “commercials” and ‘“announce- 
ments,” but also the balance of the 
radio programs. We granted certio- 
rari in both cases because of the nov- 
elty and practical importance to the 
public of the questions involved. 
(1951) 342 US 848, 96 L ed —, 72 
S Ct 77, 80. We have treated the 
petitions as though they were cross 
petitions in a single case. 

[2] 1. Further Facts. In this pro- 
ceeding the courts are expressly re- 
stricted to the facts found by the Com- 
mission, in so far as those findings do 
not appear to be unreasonable, arbi- 
trary, or capricious.® 

After reciting that it had given care- 
ful consideration to the testimony bear- 
ing on public convenience, comfort, 
and safety, the Commission said that 

“From the testimony of record, the 
conclusion is inescapable that radio re- 
ception in streetcars and busses is not 
an obstacle to safety of operation. 


“Further, it is evident that public 
comfort and convenience is not im- 
paired and that, in fact, through the 
creation of better will among passen- 
gers, it tends to improve the condi- 
tions under which the public ride.” 
(1949) 81 PUR NS 122, 126. 

Bearing upon its conclusion as to 
the public comfort and convenience re- 
sulting from the radio programs, the 
Commission cited the opinions of car 
and bus operators to the effect that 
the “music on the vehicles had a tend- 
ency to keep the passengers in a better 
mood, and that it simplified transit op- 
erations.” Id. 81 PUR NS at p. 125. 
The Commission also said that its 
analysis of accidents “reflects the fact 
that the radio does not in any way in- 
terfere with efficient operation and has 
not been the cause of any accidents, 
according to the testimony of 
a safety supervisor.” Id. Like- 
wise, the Commission set forth the 
following as one premise for its con- 
clusions: 

“A public opinion survey was con- 
ducted by Edward G. Doody & Com- 
pany, from October 11, 1949, to Oc- 
tober 17, 1949, in order to determine 
the attitude of Capital Transit Com- 
pany customers toward transit radio. 
This survey employed the rules of 
random selection and was confined to 
interviews aboard radio-equipped vehi- 
cles. The principal results obtained 





5“Par. 66. In the determination of any ap- 
peal from an order or decision of the Com- 
mission the review by the court shall be lim- 
ited to questions of law, including constitu- 
tional questions; and the findings of fact by 
the Commission shall be conclusive unless it 
shall appear that such findings of the Com- 
mission are unreasonable, arbitrary, or capri- 
cious.” 49 Stat 883, DC Code (1940) § 43-706. 

On appeal to the district court—“the Com- 
mission shall file with the clerk of the said 
court the record, including a transcript of all 
proceedings had and testimony taken before 
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the Commission, duly certified, upon which the 
said order or decision of the Commission was 
based, together with a statement of its findings 
of fact and conclusions upon the said record, 
and a copy of the application for reconsidera- 
tion and the orders entered thereon: .... 
49 Stat 883, DC Code (1940) § 43-705. 

We treat the Commission’s certification of 
its findings and conclusions, expressed in its 
statement of December 19, 1949, as meeting 
the above requirement. 81 PUR NS 122, 124- 

26 
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through the survey, as presented 
this record, were as follows: 

“Of those interviewed, 93.4 per 
cent were not opposed; that is, 76.3 
were in favor, 13.9 said they didn’t 
care, and 3.2 said they didn’t know; 
6.6 per cent were not in favor, but 
when asked the question ‘Well, even 
though you don’t care for such pro- 
grams personally, would you object if 
the majority of passengers wanted 
busses and streetcars equipped with 
radio receivers,’ 3.6 said they would 
not object or oppose the majority will. 
Thus, a balance of 3 per cent of those 
interviewed were firmly opposed to the 
use of radios in transit vehicles.”* Id. 

[3] 2. Statutory Authority. Apart 
from the constitutional issues, the 
order of the Commission dismissing 
its investigation was in accord with 
its prescribed statutory procedure and 
within the discretion properly vested 
in the Commission by Congress. 

Transit radio service is a new in- 
come-producing incident of the opera- 
tion of railway properties. The profit 
arises from the rental of facilities for 
commercial advertising purposes. 
This aspect of the enterprise bears 
some relation to the long-established 
practice of renting space for visual ad- 
vertising on the inside and outside of 
streetcars and busses. 


Through these programs Capital 
Transit seeks to improve its public re- 
lations. To minimize objection to the 
advertising features of the programs, it 
requires that at least 90 per cent of the 
radio time be used for purposes other 
than commercials and announcements. 
This results in programs generally con- 
sisting of 90 per cent music, 5 per cent 
news, weather reports and matters of 
civic interest, and 5 per cent com- 
mercial advertising. The advertising 
is confined to statements of fifteen to 
thirty seconds each. It occupies a total 
of about three minutes in each hour. 

In view of the findings and con- 
clusions of the Commission, there can 
be little doubt that, apart from the con- 
stitutional questions here raised, there 
is no basis for setting aside the Com- 
mission’s decision. It is within the 
statutory authority of the Commission 
to prohibit or to permit and regulate 
the receipt and amplification of radio 
programs under such conditions that 
the total utility service shall not be 
unsafe, uncomfortable, or inconven- 
ient. 

[4] 3. Applicability of the First and 
Fifth Amendments. It was held by 
the court below that the action of 
Capital Transit in installing and op- 
erating the radio receivers, coupled 
with the action of the Public Utilities 





6A comparable survey, made April 1-7, 
1949, under the same direction, produced sub- 
stantially the same result. The weight to be 
attached to these surveys was a proper matter 
for determination by the Commission. 

The Commission invited views as to the 
radio service to be given to it freely, either 
through sworn testimony or otherwise. Many 
citizens’ associations appeared or filed reso- 
lutions favoring or opposing the radio service. 
A large majority favored the service. 

That the Commission gave consideration to 
the intensity and nature of the individual ob- 
jections raised appears from the following: 

“In general, the objections raised by indi- 
viduals who attended the hearings to radios in 


transportation vehicles were based upon the 
following reasons, among others: 

“It interfered with their thinking, reading, 
or chatting with their companions; it would 
lead to thought control; the noise was unbear- 
able; the commercials, announcements, and 
time signals were annoying; the music was 
of the poorest class; the practice deprived 
them of their right to listen or not to listen; 
they were being deprived of their property 
rights without due process; their health was 
being impaired; the safety of operation was 
threatened because of the effect of radios upon 
the operators of the vehicles.” 81 PUR NS at 
p. 124 
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Commission in dismissing its own in- 
vestigation of the practice, sufficiently 
involved the Federal government in re- 
sponsibility for the radio programs to 
make the First and Fifth Amendments 
to the Constitution of the United 
States applicable to this radio 
service.’ These amendments conced- 
edly apply to and restrict only the 
Federal government and not private 
persons. See Corrigan v. Buckley 
(1926) 271 US 323, 330, 70 L ed 
969, 972, 46 S Ct 521; Talton v. 
Mayes (1896) 163 US 376, 382, 
384, 41 L ed 196, 198, 199, 16 S Ct 
986; Withers v. Buckley (1858) 20 
How (61 US) 84, 89-91, 15 L ed 
816, 818, 819; Barron v. Baltimore 
(1833) 7 Pet (32 US) 243, 8 L ed 
672; see also Virginia v. Rives (1880) 
100 US 313, 318, 25 L ed 667, 669. 

[5] We find in the reasoning of 
the court below a sufficiently close re- 
lation between the Federal government 
and the radio service to make it neces- 
sary for us to consider those amend- 
ments. In finding this relation we do 
not rely on the mere fact that Capital 
Transit operates a public utility on the 
streets of the District of Columbia un- 
der authority of Congress. Nor do we 
rely upon the fact that, by reason of 
such Federal authorization, Capital 
Transit now enjoys a_ substantial 
monopoly of street railway and bus 
transportation in the District of 
Columbia. We do, however, recognize 
that Capital Transit operates its service 


under the regulatory supervision of the 
Public Utilities Commission of the 
District of Columbia which is an agen- 
cy authorized by Congress.* We rely 
particularly upon the fact that that 
agency, pursuant to protests against 
the radio program, ordered an inves- 
tigation of it and, after formal public 
hearings, ordered its investigation 
dismissed on the ground that the pub- 
lic safety, comfort, and convenience 
was not impaired thereby. 81 PUR 
NS at p. 126. 

We, therefore, find it appropriate 
to examine into what restriction, if 
any, the First and Fifth Amendments 
place upon the Federal government un- 
der the facts of this case, assuming that 
the action of Capital Transit in oper- 
ating the radio service, together with 
the action of the Commission in per- 
mitting such operation, amounts to suf- 
ficient Federal government action to 
make the First and Fifth Amendments 
applicable thereto. 

[6] 4. No Violation of the First 
Amendment. Pollak and Martin con- 
tend that the radio programs interfere 
with their freedom of conversation and 
that of other passengers by making it 
necessary for them to compete against 
the programs in order to be heard. 
The Commission, however, did not 
find, and the testimony does not com- 
pel a finding, that the programs inter- 
fered substantially with the conversa- 
tion of passengers or with rights of 
communication constitutionally pro- 





7 “AMENDMENT [I.] 


“Congress shall make nolaw . 
ing the freedom of speech 


. abridg- 


“AMENDMENT [V.] 

“No person shall be deprived of 
life, liberty, or property, without due process 
a 

8“[W]hen authority derives in part from 
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government’s thumb on the scales, the exer- 
cise of that power by private persons becomes 
closely akin, in some respects, to its exercise 
by government itself.” American Communt- 
cations Asso. v. Douds (1950) 339 US 382, 
401, 94 L ed 925, 945, 70 S Ct 674. Cf. Smith 
v. Allwright (1944) 321 US 649, 88 L ed 987, 
64 S Ct 757, 151 ALR 1110; and see Olcott 
v. Fond du Lac County (1873) 16 Wall (83 
US) 678, 695, 696, 21 L ed 382, 388. 
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tected in public places. It is suggested 
also that the First Amendment guar- 
antees a freedom to listen only to such 
points of view as the listener wishes 
to hear. There is no substantial claim 
that the programs have been used for 
objectionable propaganda. There is 
no issue of that kind before us.? The 
inclusion in the programs of a few 
announcements explanatory and com- 
mendatory of Capital Transit’s own 
services does not sustain such an ob- 
jection. 

[7] 5. No Violation of the Fifth 
Amendment. The court below has 
emphasized the claim that the radio 
programs are an invasion of consti- 
tutional rights of privacy of the pas- 
sengers. This claim is that no matter 
how much Capital Transit may wish 
to use radio in its vehicles as part of 
its service to its passengers and as a 
source of income, no matter how much 
the great majority of its passengers 
may desire radio in those vehicles, and 
however positively the Commission, on 
substantial evidence, may conclude 
that such use of radio does not inter- 
fere with the convenience, comfort and 
safety of the service but tends to im- 
prove it, yet if one passenger objects 
to the programs as an invasion of his 
constitutional right of privacy, the use 
of radio on the vehicles must be dis- 
continued. This position wrongly as- 
sumes that the Fifth Amendment se- 
cures to each passenger on a public 
vehicle regulated by the Federal gov- 


ernment a right of privacy sub- 
stantially equal to the privacy to which 
he is entitled in his own home. How- 
ever complete his right of privacy may 
be at home, it is substantially limited 
by the rights of others when its pos- 
sessor travels on a public thorough- 
fare or rides in a public conveyance. 
Streetcars and busses are subject to 
the immediate control of their owner 
and operator and, by virtue of their 
dedication to public service, they are 
for the common use of all of their pas- 
sengers. The Federal government in 
its regulation of them is not only en- 
titled, but is required, to take into con- 
sideration the interests of all con- 
cerned. 

In a public vehicle there are mu- 
tual limitations upon the conduct of 
everyone, including the vehicle own- 
er. These conflicting demands limit 
policies on such matters as operating 
schedules and the location of car or 
bus stops, as well as policies relating to 
the desirability or nature of radio pro- 
grams in the vehicles. Legislation pro- 
hibiting the making of artificially am- 
plified raucous sounds in public places 
has been upheld. Kovacs v. Cooper 
(1949) 336 US 77, 93 L ed 513, 69 
S Ct 448, 10 ALR2d 608.” Converse- 
ly, where a regulatory body has juris- 
diction, it will be sustained in its pro- 
tection of activities in public places 
when those activities do not interfere 
with the general public convenience, 
comfort, and safety. The supervision 





9See generally, Shipley, Some Constitu- 
tional Aspects of Transit Radio, 11 FC Bar J 
150. 

The Communications Act of 1934, 48 Stat 
1064 et seq., as amended, 47 USCA §§ 151 et 
seq., has been interpreted by the Federal Com- 
munications Commission as imposing upon 


each licensee the duty of fair presentation of 
issues and controversial news. 


FCC Report 
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on Editorializing by Licensees, 1 Pike & 
Fischer Radio Regulation 91:201 (1949). 

10 The interest of some unwilling listeners 
was there held to justify some limitation on 
the freedom of others to amplify their speech. 
The decision, however, did not indicate that 
it would violate constitutional rights of pri- 
vacy or due process for the city to authorize 
some use of sound trucks and amplifiers in 
public places. 
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of such practices by the Public Utili- 
ties Commission in the manner pre- 
scribed in the District of Columbia 
meets the requirements both of sub- 
stantive and procedural due process 
when it is not arbitrarily and capri- 
ciously exercised. 

The contention of Pollak and Mar- 
tin would permit an objector, with 
a status no different from that of other 
passengers, to override not only the 
preference of the majority of the pas- 
sengers but also the considered judg- 
ment of the federally authorized Pub- 
lic Utilities Commission, after notice, 
investigation, and public hearings, and 
upon a record reasonably justifying its 
conclusion that the policy of the owner 
and operator did not interfere with 
public convenience, comfort, and safety 
but tended, in general, to improve the 
utility service. 

We do not that con- 
tention. The protection afforded to 
the liberty of the individual by the 
Fifth Amendment against the action of 
the Federal government does not go 
that far. The liberty of each indi- 
vidual in a public vehicle or public 
place is subject to reasonable limita- 
tions in relation to the rights of oth- 
ers. 


agree with 


This court expresses no opinion as 
to the desirability of radio programs in 
public vehicles. In this case that is a 
matter for decision between Capital 
Transit, the public, and the Public 
Utilities Commission. The situation 
is not unlike that which arises when 
a utility makes a change in its run- 
ning schedules or in the locations of 
its stops in the interests of the major- 
ity of the passengers but against the 
vigorous protests of the few who are 
inconvenienced by the change. 


UNITED STATES 


SUPREME COURT 


The court below expressly refrained 
from passing on the constitutionality 
of the receipt and amplification in pub- 
lic vehicles of occasional broadcasts of 
music alone. Pollak and Martin, in 
No. 295, contend that broadcasts even 
How- 
ever, in view of our holding that the 
programs before us, containing music, 


so limited are unconstitutional. 


commercial advertising, and other an- 
nouncements are constitutionally per- 
missible, it is clear that programs limit- 
ed to a like type of music alone would 
not be less so. 

The judgment of the court of ap- 
peals, accordingly, is reversed and the 
case is remanded to the district court. 

Reversed. 


Mr. 
sons stated by him, took no part in 
the consideration or decision of this 
case. 


Justice Frankfurter, for rea- 


Separate opinion of Mr. Justice 
Brack: I concur in the court’s hold- 
ing that this record shows no violation 
of the due process clause of the Fifth 
Amendment. I also agree that Capital 
Transit’s musical programs have not 
violated the First Amendment. I am 
of the opinion, however, that subject- 
ing Capital Transit’s passengers to the 
broadcasting of news, public speeches, 
views, or propaganda of any kind and 
by any means would violate the First 
Amendment. To the extent, if any, 
that the court holds the contrary, | 
dissent. 


Mr. Justice DouGLas, dissenting: 
This is a case of first impression. 
There are no precedents to construe; 
no principles previously expounded to 
apply. We write on a clean slate. 

The case comes down to the mean- 
ing of “liberty” as used in the Fifth 
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Amendment. Liberty in the constitu- 
tional sense must mean more than 
freedom from unlawful governmental 
restraint; it must include privacy as 
well, if it is to be a repository of free- 
dom. The right to be let alone is in- 
deed the beginning of all freedom. 
Part of our claim to privacy is in the 
prohibition of the Fourth Amendment 


against unreasonable searches and 
seizures. It gives the guaranty that 


a man’s home is his castle beyond in- 
vasion either by inquisitive or by off- 
cious people. A man loses that pri- 
vacy of course when he goes upon the 
streets or enters public places. But 
even in his activities outside the home 
he has immunities from controls bear- 
ing on privacy. He may not be com- 
pelled against his will to attend a 
religious service ; he may not be forced 
to make an affirmation or observe a rit- 
ual that violates his scruples; he may 
not be made to accept one religious. 
political, or philosophical creed as 
against another. Freedom of religion 
and freedom of speech guaranteed by 
the First Amendment give more than 
the privilege to worship, to write. to 
speak as one chooses; they give free- 
dom not to do nor to act as the gov- 
ernment chooses. The First Amend- 
ment in its respect for the conscience of 
the individual honors the sanctity of 
thought and belief. To think as one 
chooses, to believe what one wishes are 
important aspects of the constitutional 
right to be let alone. 

If we remembered this lesson taught 
by the First Amendment, I do not 
believe we would construe “liberty” 
within the meaning of the Fifth 
Amendment as narrowly as the court 
does. The present case involves a 
form of coercion to make people listen. 


The listeners are of course in a pub- 
lic place ; they are on streetcars travel- 
ing to and from home. In one sense 
it can be said that those who ride the 
streetcars do so voluntarily. Yet ina 
practical sense they are forced to ride, 
since this mode of transportation is to- 
day essential for many thousands. 
Compulsion which comes from cir- 
cumstances can be as real as compul- 
sion which comes from a command. 

The streetcar audience is a captive 
audience. It is there as a matter of 
necessity, not of choice. One who is in 
a public vehicle may not of course 
complain of the noise of the crowd 
and the babble of tongues. One who 
enters any public place sacrifices some 
of his privacy. My protest is against 
the invasion of his privacy over and 
beyond the risks of travel. 

The government may use the radio 
(or television) on public vehicles for 
Today it may use it 
for a cultural end. Tomorrow it may 
use it for political purposes. So far 
as the right of privacy is concerned 
the purpose makes no difference. The 
music selected by one bureaucrat may 
be as offensive to some as it is sooth- 
ing to others. The news commentator 
chosen to report on the events of the 
day may give overtones to the news 
that please the bureau head but which 
rile the streetcar captive audience. The 
political philosophy which one radio 
speaker exudes may be thought by the 
official who makes up the streetcar 
programs to be best for the welfare of 
the people. But the man who listens 
to it on his way to work in the morn- 
ing and on his way home at night may 
think it marks the destruction of the 
Republic. 

One who tunes in on an offensive 


many purposes. 
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program at home can turn it off or 
tune in another station, as he wishes. 
One who hears disquieting or un- 
pleasant programs in public places, 
such as restaurants, can get up and 
leave. But the man on the streetcar 
has no choice but to sit and listen, or 
perhaps to sit and to try not to listen. 

When we force people to listen to 
another’s ideas, we give the propagan- 
dist a powerful weapon. Today it is 
a business enterprise working out a 
radio program under the auspices of 
government. Tomorrow it may be a 
dominant political or religious group. 
Today the purpose is benign; there is 
no invidious cast to the programs. 
But the vice is inherent in the system. 
Once privacy is invaded, privacy is 
gone. Once a man is forced to submit 
to one type of radio program, he can 
be forced to submit to another. It may 
be but a short step from a cultural pro- 
gram to a political program. 

If liberty is to flourish, government 
should never be allowed to force peo- 
ple to listen to any radio program. The 
right of privacy should include the 
right to pick and choose from compet- 
ing entertainments, competing prop- 
aganda, competing political philoso- 
phies. If people are let alone in those 
choices, the right of privacy will pay 
dividends in character and integrity. 
The strength of our system is in the 
dignity, the resourcefulness, and the 
independence of our people. Our con- 
fidence is in their ability as individuals 
to make the wisest choice. That sys- 
tem cannot flourish if regimentation 
takes hold. The right of privacy, to- 
day violated, is a powerful deterrent 
to anyone who would control men’s 
minds. 


UNITED STATES SUPREME COURT 


Mr. Justice FRANKFURTER: The 
judicial process demands that a judge 
move within the framework of rel- 
evant legal rules and the covenanted 
modes of thought for ascertaining 
them. He must think dispassionately 
and submerge private feeling on every 
aspect of a case. There is a good deal 
of shallow talk that the judicial robe 
does not change the man within it. 
It does. The fact is that on the whole 
judges do lay aside private views in 
discharging their judicial functions. 
This is achieved through training, pro- 
fessional habits, self-discipline, and 
that fortunate alchemy by which men 
are loyal to the obligation with which 
they are entrusted. But it is also 
true that reason cannot control the 
subconscious influence of feelings of 
which it is unaware. When there is 
ground for believing that such uncon- 
scious feelings may operate in the ulti- 
mate judgment, or may not unfairly 
lead others to believe they are operat- 
ing, judges recuse themselves. They 
do not sit in judgment. They do this 
for a variety of reasons. The guiding 
consideration is that the administra- 
tion of justice should reasonably ap- 
pear to be disinterested as well as be 
so in fact. 

This case for me presents such a 
situation. My feelings are so strongly 
engaged as a victim of the practice in 
controversy that I had better not par- 
ticipate in judicial judgment upon it. 
I am explicit as to the reason for my 
nonparticipation in this case because 
I have for some time been of the view 
that it is desirable to state why one 
takes himself out of a case. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Iowa County Telephone Company 


2-U-3722 
June 10, 1952 


A PPLICATION by telephone company for authority to increase 


rates; application granted. 


Discrimination, § 157 — Telephone — Classes of service. 
1. A telephone company’s practice of providing only one-party and multi- 
party service, without distinction between business and residence or urban 
and rural service, is unjustly discriminatory, p. 160. 


Return, § 111 — Telephone company. 


2. Proposed telephone rates that would yield a return of 6.5 per cent were 
considered fair and reasonable, p. 160. 


By the Commission: The Iowa 
County Telephone Company, Cobb, 
Iowa county, on January 16, 1952, 
filed an application with the Commis- 
sion for authority to increase rates. 


Hearing: February 18, 1952, at 
Madison before examiner Samuel 
Bryan. 


APPEARANCES: O. V. Jenks, Pres- 
ident, Montfort, Elsie Yerke, Secre- 
tary, Cobb, and J. K. Cordts, Vice 
President, Montfort, for the Iowa 
County Telephone Company. Of the 
Commission staff: W. H. Evans, 
rates and research department. 


Findings of Evidentiary Facts 


The Commission finds the essential 
evidentiary facts herein to be the fol- 
lowing : 

The Iowa County Telephone Com- 
pany is a small rural utility rendering 
telephone service in the village of 
Cobb and adjacent rural area. Cen- 
tral-office service is rendered through 


159 


a 160-line magneto switchboard lo- 
cated in Cobb. As of December 31, 
1951, there were 260 subscribers of 
which 53 on five lines were connected 
to both the Highland and the Cobb 
switchboards. 

The Commission in docket No. 2- 
U-3612 (application of Iowa County 
Telephone Company, dated November 
8, 1951) gave applicant authority to 
disconnect the five lines from the 
Highland switchboard providing that 
a clear metallic circuit for unlimited 
interexchange service was built be- 
tween the Cobb and Highland ex- 
changes. The applicant estimates 
that to comply with that order, to im- 
prove the outside plant in the village 
of Cobb, and to metallicize and deload 
other rural circuits it will spend $2,- 
650 exclusive of labor. 

Applicant’s present rates are $26 
net a year for one-party service and 
$19.70 net a year for multiparty serv- 
ice. No distinction is made between 
business and residence service. While 
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rates are quoted on an annual basis, 
the practice has been to bill quarterly. 
Applicant desires authority to increase 
the present annual rates by $5 each 
year, which it is estimated will yield 
approximately $1,300 more revenue 
annually. 

The Commission has examined the 
financial data and operating statistics 
submitted by applicant as exhibits in 
this case and in the annual report for 
the year ended December 31, 1951. 
The company has kept its records on 
a cash basis for receipts and disburse- 
ments. Therefore, it was necessary 
for the Commission to reclassify the 
revenues and to distribute the ex- 
penses paid between operating ex- 
penses and other accounts. It appears 
that the applicant suffered an operat- 
ing loss for the year ended December 
31, 1951. Adjustment was also made 
for increased labor expense and the 
added investment resulting from the 
additions to be made this summer to 
improve service. 

The pro-forma income account and 
rate base are set forth below: [Table 
omitted. | 

[1] The present practice of provid- 
ing only two classes of service, name- 
ly, one-party and multiparty service, 
without distinction between business 
and residence or urban and rural, is 
unjustly discriminatory. Rates will 
be prescribed to yield approximately 
the same revenue as applicant’s pro- 


WISCONSIN PUBLIC SERVICE COMMISSION 


posed rates but will provide for a rea- 
sonable classification of subscribers. 


Findings of Ultimate Fact 


The Commission finds: 

[2] 1. That the present exchange 
rates of the Iowa County Telephone 
Company are unreasonable because of 
inadequacy. They are unjustly dis- 
criminatory with respect to classifica- 
tion between business and residence 
and urban and rural. 

2. That the net book-value rate 
base is $5,368 and is a reasonable and 
proper rate base for the purposes 
herein. 

3. That the rates authorized herein 
will produce net operating revenues of 
approximately $352, which represents 
a 6.5 per cent return on the net book- 
value rate base found above and is a 
fair and reasonable rate of return on 
said rate base and which rates are rea- 
sonable and just. 

4. That the rates authorized herein 
are not unjustly discriminatory or 
preferential in any respect. 


Conclusions of Law 


The Commission concludes: 

That it has jurisdiction under 
$§ 196.03, 196.20, and 196.37, Stat- 
utes, to enter an order granting an 
increase in rates and classifying them 
as authorized herein and that such an 
order should be issued. 
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New Urban Transit Program 
Introduced by G-E 


NEW program designed to show the public 
4% that moving people, not vehicles, is the 
key to solving the universal and ever-growing 
problem of traffic congestion is being offered 
by the General Electric Company. 

Entitled “Going Places,” the program fea- 
tures a full-color, 16mm sound movie and a 
20-page “how-to-do-it” manual. It is a follow- 
up on “Lifestream of the City,” a G-E pro- 
gram which came out shortly after World 
War II when the traffic problem was less acute. 

The program, says E. E. Kearns, G-E transit 
official, reviews methods used since the war 
to alleviate traffic problems, cites case histories, 
analyzes the successes and failures of various 
cities’ promotion of “Lifestream of the City” 
and presents new ideas and suggestions for 
use by audience groups in attacking the traffic 
problem. 

The 17-minute movie portrays, with dramatic 
realism, the effect of traffic congestion upon 
he nerves, temperament, and daily routine of 
the motorist. It takes each member of the 
audience by the hand and conducts him through 
. day of jangled nerves and hot tempers re- 
sulting from stop lights, one-way streets, filled 
parking lots, no parking signs, bogged down 
street lanes, wrinkled fenders, dead-end streets, 
blaring horns and late appointments. 

Historically, the film shows the evolution of 
transportation from the horse and buggy to 
the horseless carriage and on to the modern 
iwitomobile. The growth of the country village 
is traced from just a mill by the creek with 
. few nearby farm houses f a thriving metrop- 

lis with many houses, factories, business estab- 

lishments and—traffic conge stion. 
“There’s nothing like a car,” the narrator 
iys, “fifty million Americans can’t be wrong 

. but millions of cars take up a lot of room.” 

The film points up the practical approach 
for untangling the traffic snarl. In colorful 
nimation it demonstrates that one motor bus 
an carry as many people as all the cars that 
an be jammed into a city block. It illustrates 
how one trolley coach provides enough trans- 
portation per trip to eliminate the need for as 
many as 50 parking spaces in a downtown area. 
It shows that a modern streetcar can handle 
enough traffic each day to remove hundreds of 

ars from heavily congested downtown areas. 

The film and handout may be obtained in 

‘it-form from any G-E apparatus sales offices, 
or at the company’s Advertising and Sales 
Promotion Department in Schenectady, N. Y. 
it can be borrowed for single showings or may 
purchased outright at cost $165. 

Designated as GEA-5863, the “Going Places” 


Mention the FortnicHtLy—It identifies your inquiry 
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Industrial Progress 


A digest of information on new construction by pri- 

zately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers, 
also notices of changes in personnel. 





manual is designed to help groups plan, pro- 
mote and build an effective transportation sys- 
tem. It is a practical source book for the 
thought and action leaders of the community 
and will be available after January 1, 1953. 

“One Person Can Get Around” (GED-1603) 
is a four-page handout which can be used as 
an envelope stuffer to announce the showings 
of the motion picture or as a promotion piece 
for future bookings. 


Cleveland ‘Transit Orders 
70 New Cars 


4 i CLEVELAND TRANSIT SYSTEM, in fur- 
thering its $30,000,000 improvement plan— 
started 10 years ago—has underway a 13-mile 
rapid transit facility serving Cleveland and its 
suburbs. This new line is on private right-of- 
way and passes through the public square in the 
city. 

Cleveland Transit has ordered through the 


(Continued on page 34) 








GOING PLACES 
in 
KANSAS CITY 






BUS AND STREETCAR! 


Transit lines convenient to all civic parks, f sskcheeiiindadh 
. | SIGHTSEEING 
churches, shopping centers, schools, | BUSES 
airports and railway terminals GRAYLINE cooches oper 
and spots of public interest 


CHARTERED 
BUS SERVICE 


~—serving Kansas City, Missouri, | 
Kansas City, Kansas, 
North Kansas City, 


and Independence 


Ghawo 0050 
rH ION ON RATES: 728 DELAWARE 
cA Fee am 6 ROUTES Kansos City 13, Me 
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ered in the summer months 


for picnics, parties, outings? 


cau GRand 0050 








INDUSTRIAL PROGRESS—( Continued ) 





St. Louis Car Company 70 new PCC cars for 
this service. Westinghouse Electric Corporation 
will supply motors and auxiliary electrical 
equipment for these new light-weight high- 
speed, rapid-transit cars which are due for 
delivery in the late summer of 1953. 


Cleveland Electric Illum. 
To Spend $25,000,000 


(Sue Etectric ILLUMINATING CoM- 
PANY announced plans for adding a fourth 
turbo-generator of 200,000-kilowatt capacity at 
its new power plant at Eastlake, Ohio. 

The fourth unit, scheduled for service by 
1956, will cost more than $25,000,000, including 
necessary transmission and substation facilities. 


Southern Gas Starts 
$9,000,000 Program 


SOUTHERN NATURAL GAs CoMPANY recently 

began work on another $9,265, 000 expan 
sion program. The program will increase de- 
livery capacity of the firm’s natural gas trans- 
mission system by about 115,000,000 cubic feet 
daily, 

The expansion, however, is not a part of the 
major $76,000,000 project now under study in 
Washington, which, if approved, will increase 
Southern Natural’s daily capacity from 670,- 
000,000 cubic feet to 1,020,000,000 cubic feet. 








Congratulations 


and 
Best Wishes 
to the 
American Transit 


Association 


on the occasion of its 


Annual Convention 


LEXINGTON RAILWAY SYSTEM, 


INCORPORATED 


Lexington, Kentucky 











New York State Elec. & Gas 
Plans $76,000,000 Program 


HE New York State Etectric & Gas 

Corp., recently announced plans for the 
construction of a new 500,000-kilowatt steam 
electric generating station in the Ithaca area. 
The first unit of 135,000 kilowatts will be the 
largest single generating unit in the company’s 
system. 

The actual date of the start of construction 
has not been set, but a two-year period will be 
required to construct and install the first unit. 

The company’s expansion program provides 
for new construction expenditures totaling 
$76,000,000 for the three years, 1952 through 
1954. The expenditure will include part of the 
construction cost for the new station. 

During the six years ended December 31, 
1951, the company spent more than $100,000,- 
000 on new construction. 

The combined expenditure of $176,000,000 
for the 9-year period, 1946 through 1954, is 
substantially more than double the company’s 
total property in 1945. Construction expendi- 
tures in 1951 amounted to $23,143,100, the high- 
est in the company’s history for a single year. 


Idaho Power Completes 
$19,000,000 Unit 


gpa Power Company has formally dedi- 
cated its $19,373,000 C. J. Strike Power de- 
velopment on the Snake river in southwestern 
Idaho. The 3,220 foot dam and three unit gen- 
erating plant took 16 months to build. 

The company also constructed irrigation fa- 
cilities for 9,800 acres in the area and spent 
$2,500,000 on transmission lines. It expects to 
spend $55,000,000 to $70,000,000 on additional 


expansion in the next four years. 


Olkahoma Gas & Elec. 
To Expand Mustang Plant 


= Oklahoma Gas & Electric Company 
will spend approximately $10,000,000 on an 
expansion of its new Mustang plant to double 
its capacity, Donald S. Kennedy, president, an- 
nounced recently. 

The present Mustang plant, with two gen- 
erators, each capable of producing 55,000 kilo- 
watts, was placed in operation in May, 1950 
The new generator, tentatively scheduled for 
delivery in July, 1954, will have a capacity of 
in excess of 100,000 kilowatts. 

The expansion of the Mustang plant and the 
completion of the south plant at Sulphur will 


(Continued on page 36) 


METER SEALER 


@ Complete with wire snips 

Sturdy steel, with powerful 

leverage, yet lightweight 

; Flat lettered dies included. 

Write for 7 $6. (with slotted or recessed 


FREE Catalog. dies $6.75) 


A. C. GIBSON CO., INC. surrato's, Nev. 
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Where dependability counts, you'll find Dodge! 


Public utility trucks must be ready to go 
. night or day, rain or shine, come hail 
r high water. More and more utilities, 
ke Southern California Edison, are using 
Dodge ‘‘Job-Rated” trucks. 
Dependability is a big red MUST with 
Dodge. You'll find it in such features as 
noistureproof ignition system, high- 
torque capacity starting motors, positive- 
pressure lubrication system. 
You'll get long life, too, thanks to deep, 
broad-shouldered frames, shot-peened rear 


axle shafts, extra-long alloy steel springs. 


What’s 


of engines with 4-ring pistons, chrome- 


more, Dodge offers a wide range 


plated top rings, exhaust valve seat inserts 
... ease of handling due to short wheel- 
base and wide front tread . . . real driver 
comfort from chair-height seats, greater 
visibility, big positive brakes. 


There’s a Dodge ‘Job-Rated” truck to 
meet your needs. See your friendly Dodge 
dealer today. 


DODGE vobRokrd TRUCKS 
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bring OG&E’s total power capacity to 586,000 
kilowatts. The present capacity is 411,000 kilo- 
watts. 


EEI Releases ‘Home 
Lighting” Study 


‘Te assist and encourage electric company 
executives in taking advantage of oportu- 
nities afforded in the home lighting market, 
“The Home Lighting Story of Company X,” 
a case study of a “tpyical” electric company’s 
residential lighting promotion, based on the 
actual experiences of eighteen small and large 
utilities, has been released by the Edison Elec- 
tric Institute. 

Prepared as a report by the EEI Residen- 
tial Lighting Committee, “The Home Lighting 
Story of Company X,” illustrates the opera- 
tions and practices now in use by electric utili- 
ties in developing home lighting, and also how 
the different promotional methods described 
could be adapted to any particular company. 
The areas served by the eighteen companies 
whose experiences have been drawn upon to 
make up this composite “Company X,” are 
widely scattered throughout the United States. 


Jersey Central P&L to 
Spend $50,000,000 
(rem expenditures by Jersey Cen- 


tral Power & Light Company were the 
highest during the month of July than any other 
month in the company’s history when $1,869,- 
000 were spent for expansion of service facili- 
ties. 

In keeping ahead of future anticipated 
growth of its territory, the company expects to 
spend $50,000,000 by 1954 for power plant ad- 
ditions, substations, transmission and distribu- 
tion facilities and new services. 

A new $12,000,000, 62,500 kilowatt turbo- 
generator addition is nearing completion at the 
company’s South Amboy electric generating 
station. A 125,000 kilowatt unit, costing $25,- 
000,000, is scheduled for the Raritan River 
power station at Sayreville. When both of these 
new units are in operation, the company’s pres- 
ent system capacity will be doubled. 


C&P to Spend $4,300,000 
In Maryland 


HE Chesapeake & Potomac Telephone Com- 
pany has authorized the spending of $,- 
347,000 to improve facilities in Maryland. 

The new appropriations bring the total ap- 
proved for Maryland this year to $12,412,000. 
It will bring to $80,000,000-plus the total invest- 
ment so far authorized by C.E.I. for its East- 
lake project, and boost the company’s postwar 
expansion expenditures to $260 

Elmer L. Lindseth, president of CEL, said 
the new 200,000- kilowatt generator will be one 
of the largest single-shaft units in the world, 
capable of supplying the electrical requirements 
of about 250,000 homes. 


Elliott Announces New Line 
Of High Speed Reduction Gears 


Sener CoMPANY, Jeannette, Pennsylvania, 
announces a new line of high-speed re- 
duction gears for mechanical drive turbines. 
The new gears are available in built-in or 
coupled designs. Built-in gears include Elliott 
turbine and gear case firmly secured together, 
with turbine wheels and pinion mounted on the 
same sturdy, high-speed shaft. 

Further design details, as well as weights 
and essential dimensions, are included in a new 
descriptive bulletin, H-19, available through 
Elliott Company, Advertising Department, 
Jeannette, Pennsylvania. 


Public Report on Aluminum 
Conductor 


T°? answer the need for accurate informa- 
tion about aluminum electrical wire and 
Electrical Contractors 
Assn. has published a “Report on Aluminum 
Electrical Conductor.” It was prepared with 
the aid of the electrical industry and govern- 
ment construction agencies, because of the tre- 
mendous demand for aluminum as a replace- 
ment for copper, which was touched off by the 
Korean War. 

Copies of the report are available from 
NECA or The Thomas & Betts Company, 
Elizabeth 1, New Jersey. 


cable, the National 








$1,500,000,000 for Redevelopment in Pittsburgh! 


Pittsburgh, always famed for industrial might, is currently conducting 


the nation’s most extensive redevelopment program. 
evident in Pittsburgh than in any other city in America, 


“More progress is 
” commented 


Architectural Forum. Pittsburgh Railways is proud to provide modern 
transportation for this vigorous metropolitan area. 


PITTSBURGH RAILWAYS COMPANY 


121 SEVENTH STREET 


PITTSBURGH, PA. 
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OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 





from 
pany, 


ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 
SHIPBUILDING AND DRY DOCK COMPANY 
Newport News, Virginia 
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Silent Operation 
Gesapack eliminates aggravating 


ENGINEERS WHO KNO 


choose this modern gas control 





4 










4 oises 
‘enap-action” controls. No 


“beng-on, bang-off.” Quiet 
— bus positive. 


Easy Installation; 
Simplified Service 
Gasapack combines all 
mecessary gas controls in one 
compact unit. Provides 
utmost simplicity in 
installation and service. 


Designed for modern ome ——_ the Gasa- 
pack is the answer for a simple, compact, highly 


 - DEPENDABLE Controls 




















GASAPACK ... THE ONLY ws NEW GAS CONTROL 


Two-Stage 
Flame Control 







With GASAPACK 


co 
= 
ee. 





efficient control . . . easy and economical to install. 


Completely silent, ‘safe and dependable in opera- 
tion, it’s a profit- maker i in customer satisfaction. 


A-P CONTROLS CORPORATION 
net ops ents Rat tae te 





2470 N. 32nd Street @ Milwaukee 45, Wis. @ In Canada: A-P Controls Corporation Ltd., Cooksville, Ont. 


Exclusive principle" stages” 
flame from high to low for 
steady, even heat. Prac- 
tically eliminates “cold 70.” 





One Basic Unit 


Manual unit easily converted 
to automatic operation by 
addition of electric thermostatic 
or mechanical Thermomatic kit. 
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BACKFILLS 
TAMPS 
LAYS PIPE 


is? ,@ 





rit 


nverted 
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Tops for water, gas, sewer, tele- 
phone and power lines — leak 
clamp openings — highway and 
airport drainage ... 


LOOK AT THESE ADVANTAGES 


@ One-man operation — cuts labor 
cost, cuts need for air and hand 
tools. 


@ Fills — as it tamps — as it travels 
— 24 speeds in either direction. 
(Photo 1) 

















@ Backfills from either side of trench 
—fast, clean and smooth. (Photos 
1 and 3) 


@ Tamps from side or straddling 
trench—delivers 380 foot-lb. blow 
45 times each minute. 





: @ Lays pipe — pulls sheathing — sets 
j valves — handles headache ball, 
etc. (Photo 2) 





@ More maneuverable—fewer traffic 
hazards—better public relations. 











For complete information on the CLEVELAND 
80 see your local distributor or write for this 
fully illustrated folder of facts and specifications. 


THE CLEVELAND TRENCHER CO. 


Pirwsri1riaain iv mnulinN 
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"i'n | PROCEEDINGS 
1951 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


Valuation, The State Commission, and Section 19a—Telephone Toll Rates—Keeping 
the Public Better Informed Concerning the Duties and Activities of the State Regu- 
latory Commission—Utility Regulation Under Rising Cost Conditions—State Taxation 
of Motor Carriers of Property—Natural Gas Supply Problems—Accounts and Statis- 
tics—Engineering—Legislation—Resolutions adopted by the Association. 


Price—$10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 
Telephone Separations Manual 


Message Toll Telephone Rates and Disparities: 

This report of the NARUC-FCC Joint Toll Rate Subcommittee represents the results of 
a two-year study by the Subcommittee with the cooperative efforts of other able people 
who served as associates and contributors in the preparation of the volume. The report is 
in printed form with hard-bound cover and contains 400 pages of text, tables and charts, 
presenting for the first time comprehensive factual data with respect to message toll tele- 
phone service, rates, costs, and disparities in rates. This report covers the subject from 
both the interstate and intrastate approach 





Depreciation: 

1943-1944 Reports of Committee on Depreciation (Reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
(326 pages, paper bound) 

(1948) Letter Symbols for Mathematics of Depreciation 

rest Half Cycle Methods of Estimating Service Life 

1950) Remaining Life Basis of Accounting for Depreciation 

interpretations of Uniform System of Accounts for Electric Utilities— 
Cases Nos. 45-118 (1938-1951) 

taterpretations of Uniform System of Accounts for Gas Utilities— 
Cases 1-79 (1938-1951) 

laterpretations of Uniform System of Accounts for Water Utilities— 

Cases Nos. 1-64 (1938-1951) ‘ 

(When remittance accompanies order, we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
7413 NEW POST OFFICE BUILDING, POST OFFICE BOX 684 WASHINGTON 4, D. C. 
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LEFFEL Hydraulic Turbines 


EFFICIENT * DEPENDABLE «+ SINCE 1862 


Another Leffel Job Well Done... 


\ 
Le WY 
¥'s% 












A view of the dam and powerhouse. 


The illustrations on this page show another instance where 
a Leffel turbine was specified for the expansion of existing 
hydraulic power facilities. For this installation a Leffel 
vertical propeller-type hydraulic turbine was used. Maximum 
rating 11,500 HP, under 67 ft. net head, speed 180 RPM. 
— ee  ~—sFrom initial design through final assembly a Leffel turbine 
receives the best in skill and attention. No effort is spared 
during production to provide the materials and workman- 

ship necessary for long, trouble-free service. 





Why not contact us today about engineering your turbine 
installation or rehabilitation? Our 90 years of hydraulic 
power experience are at your service. 


Ber a a 


SPRINGFIELD, OHIO, U.S.A. 














POWER eee -31 YEARS 











MORE. -EFFICIENT HYDRAULIC 
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The ONLY Improvement Ever Made 
in Meter Reading! 


IBM Mark Sensing Makes the Meter scription errors, because IBM electronic 
° . and electric machines take over where the 
Reader's Job Easier meter reader leaves off—speeding the job 


Simply by making several short pencil from start to finish. 

marks on the face of this IBM Card, the This is just one of the many IBM con- 
meter reader is spared the trouble and in- tributions to utility accounting. Write 
convenience of having to subtract and Dept. D for a copy of the 1952 edition of 
make longhand entries. IBM Customer Accounting for Utilities. 


No longer does the Ac- 
counting Department com- 
plain about his arithmetic 
or the legibility of his hand- 
writing. And no longer is 
there a possibility of tran- 


(prt. SET ST 


dj 





INTERNATIONAL BUSINESS MACHINES 
590 Madison Ave., New York 22, N. Y. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tae American Appraisat Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 
222 East 41st St., New York 17, N. Y. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 

















Ford, Bacon & Davis 
Aeroere Engineers  eiress 


NEW YORK © CHICAGO @ LOS ANGELES 








(Professional Directory Continued on Next Page) 
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GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 








IGA GILBERT ASSOCIATES 


INCORPORATED 
FOUNDED 1906 ENGINEERS * CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING - WASHINGTON + HOUSTON + PHILADELPHIA - ROME * MANILA - MEDELLIN 











W.C GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street * CHICAGO * Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Hlinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio © Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION. 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 
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PROFESSIONAL DIRECTORY (continued) 





JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
ietehee  +§ wieeeenee STUDIES— 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 








Tne fu Lyi an Coysowlion 


ENGINEERS ° CGN Reeecrors 


POWER PLANT SPECIALISTS 


DESIGN ¢ CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


aan Utility Management Consultants Specializing in REGULATORY 
A 
WATER COST ANALYSIS “PROBLEMS 


for past 35 years 
Send for brochure: ‘’The Value of Cost Anclysis te Menegement”’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—-DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 
ENGINEERING ° SALES PROMOTION 


STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 











Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





23) SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 











Complete Services for Gas and Electric Utilities 
Ouistonding Fa aan x a | DJ rite zal 


in the « Plans + Steam or Diesel Power ¥ 
3 ne rte eee es 


Plants, Alterations, Expansions 


Industry DESIGN + ENGINEERING - CONSTRUCTION 





(Professional Directory Continued on Next Page) 














Public Utilities Fortnightly 


September 25, 1952 





PROFESSIONAL DIRECTORY (continued) 





PITTSBURGH, PA. 


THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


BIRMINGHAM, ALA. 








EN CINEERS 
CONSTRUCTORS 


SANDERSON & PORTER 


S&P 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 


Chicago 3, Ill. 








80 BROAD STREET 


The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


NEW YORK 4, N. Y. 








DESIGN — CONSTRUCTION 
REPORTS — VALUATIONS 


1304 ST. PAUL STREET 


Whitman, Requardt and Associates 


Publishers of the 35-year-old 
HANDY-WHITMAN INDEX 
for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 








ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, Sewage and Industrial Wastes Problems 
Airfields, Refuse Incinerators, Dams 
Power Plants, Flood Control 
industrial Buildings 
City Planning, Reports, Appraisals and Rates 
Laboratory 


121 SOUTH BROAD ST. PHILADELPHIA 7 





EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OH10, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 

Original Cost Studies 


910 Electric Building Indianapolis Ind. 











Boopy-BENJAMIN 


ASSOCIATES, Inc. 
CONSULTING ENGINEERS 
Power Plant Design, Specification and 
Construction Supervision 
Economic and Thermodynamic Studies 
Technical Services and Reports 


28 WEST ADAMS ° DETROIT 26, MICHIGAN 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS ano SERVICE CO. 
327 So. LaSalle St., Chicago 4, iL 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 
Original Cost and Severtatinn Studies 
Rate Analysee—insurance Surveys 











LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore * Kansas City 6, Mo. 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoutH MicHiGAN AveNusB, CHICAGO 








A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 


TRANSMISSION LingS—UNDERGROUND DistrI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 








HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. 

E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 
Transmission Lines, System Management, 
Dams, Foundations, Harbor Structures, 

Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 





JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 














LAURENCE S. KNAPPEN 
Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses 
919 Eleventh Street, N.W., Washington 1, D. C. 
Telephone: National 7793 


Testing + Inspection * Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis « New York * Philadelphia * Providence * Dallas 











WESTCOTT & MAPES 


incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 





LARAMORE AND DOUGLASS, ‘INC. 
CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION 
DESIGN—REPORTS—. 


79 East Adams Street 


DISTRIBUTION 
RATES 





Chicago 8, Illinois 

















LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie Sr., CHicaco 








Representation in this Professional 
Directory may be obtained at very 
reasonable rates. Kindly address in- 


quiries to: 
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PACIFIC TYPE ABF 









23 You Specify — The capacity, temperature and pressure. 





Pacific Will Specify — The most efficient size and the correct 


materials. 


You Will Receive from Pacific — A custom built pump with pres- 









e sure castings, hydrostatic tested ...each part precision finished 
and inspected ... one-piece impellers, dynamically balanced... 
4? performance tested and shipped with parts protected with rust PACIFIC TYPE t0F 
4 inhibitor. Write for Bulletin Number 109. . 
4 mV) ~ 
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QCciric PUMPS INC. — 
— 
NRE HUNTINGTON PARK, CALIFORNIA 





Export Office: Chanin Bldg., 122 E. 42nd St., New York * Offices in All Principal Cities PACIFIC TYPE JBF BF-13 








Loss reduction alone pays for capacii) 


on Pacific Power & Light Co. syste-a} 
Capacitors save 50,000,000 kw-hrs annually 


In its progressive program of power-factor 
improvement, Pacific Power & Light has in- 
stalled 142,000 kvar of capacitors... 51% 
switched. This amounts to 1 kvar for every 
2.43 kw of its 345,000-kw peak-load capacity. 
Capacitors raise PF—reduce losses. Without 
these capacitors P P & L’s power factor 
would be 82°;,—annual losses 285 million 
kw-hrs. In 1951, with capacitors, its power 
factor was 97° )—losses 235 million kw-hrs. 
$150,000 saving pays for capacitors. Even 
at 3 mills per kw-hr this represents a $150,000 
saving each year. Annual cost of carrying the 
142,000 kvar of capacitors installed is $142,000 
($8 per installed kvar capitalized at 124%). 
Thus, the saving on power losses alone more 
than pays for the capacitors. 

Bonus of better voltage—reduced loading. 
Calculations show that the capacitors reduced 
voltage drop in overhead circuits by 23 to 
48%, depending on conductor size and length. 
And they released an estimated 15% of kw 
capacity. Both at no extra cost! 

Many types of General Electric capacitors 
are available. They’re economical to install, 
require practically no maintenance. For in- CAPACITORS PAY. Pacific Power & Light finds that capa 
formation call your nearest G-E Apparatus tor installations such as this 3300-kvar 4-kv G-E equipm 
sales office, or write to Section 407-37E,Genera] °Y for themselves by reducing power system losses 
Electric Co., Schenectady 5, N.Y. 
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82,000 KVAR of capacitors —about 17% switched 60,000 KVAR of capacitors—about 99% switched -ha 
have been installed on distribution circuits. 600 kvar been installed at P P & L substations. The four 15! '-kvi 
of G-E capacitors above are installed next to voltage 4-kv G-E equipments above are installed at the Co oan 
regulators near Sunnyside, Wash. Pendleton, Oregon substation. 


GENERAL @@ ELECTRIC 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





